


lh Hoorn Ure cenney 
eBurroughs- 


Clearing Mouse 


Founded 1916 | 73,515 Copies 


AUGUST, 1938 


“Cniform Bank Examinations 
By HENRY D. RALPH 


ced 
What Does the Public Want From Banks ? 


By RAY A. ILG 


The Graduate School of Banking 


By FRED B. BARTON 
cS 
And Other Features 


AN INSTALLMENT LOAN COLLECTION POLICY .... THE CLEARING HOUSE OF PICTURES 
COURT DECISIONS .... A NEW DIRECTOR CLUTCHBILL STORY....CANADIAN BANKING 








SERA 


B2aR iS 








S( (nee) 
‘ / I \S f 
i FX® B 
: , phy S { (x y) Gy 
Le 4 ~~ 
Qe > Ron’ 18 
" RS “oe : 
P - i & 
’ ‘sues ; ; ({ )} 
| ) 
J) 3 SA 0 BN, es . 
4 fr f Sf AGS} her a I m 
joe 3 XE 
£31 sep aa°y 5 r" Ot - y yg Palo 1 { : 
\ } ( 
ail “ ; me} - 03 4 tae 
a ~ LI SL PPAAIPAEASS 
oN LPR, ISPS ORO TT 
[ (a) Ged (Wur)) betiad (GoD) b 
one’ j CS J) } Qe </ % 
ee mo. = / N $ 
) ¢ 4 r 
' J } sy} 0 \ j 
no i: 7 y i 
fof } Fr } , . . 
7) bs Ir TAKES less time to print a 
~“— stamp than it does to stick one! 
| \¢ Ds beh y The Postage Meter imprints a 
| \ } }} J} 5 
' a ‘ meter stamp, postmark and ad- 
f £E 7 > : . . . 
of : ~e vertising slogan in one opera- 
~ Qet/ tion; seals envelope flaps neatly, 
, —x< = AS ramet / { swiftly, efficiently; makes the 
J= —; 03?) Qe oss end-of-the-day mailing a matter 
4 SR of minutes. 
/ }} The Postage Meter does away 
™ with the old-fashioned stamp, 
( ) obviates the keeping of stamp 
| egg a stocksin various denominations. 
| eon hy Because the Postage Meter 
\ ( - g 
." 03: % ° ° 
' prints just the stamp you want 
\ 3 when you want it! With the 
| é \ \ )) Peas wee 
t . P i e NUE, 
om & _—< 
% 33} hi nav 2o'3s KK} os ee a 
J \ /) Sw "’ (de 
svar i fa Voy 
ilk . bf ; ‘XS 
eel 03 A, 
Pe x Nps | SSSI, QyY 
An KK ~ 2 
binds Ye VE \, f 
¢ . 7 ( 02 2 
\ he LN Oe me Th 











Saves mailing time— 
».«. cuts postage costs! 


right denominations always on 
hand, postage expense goes 
down in even the most careful 
offices. And the Postage Meter 
keeps postage that nobody can 
steal or misuse. The postoffice 
sets the Meter —tamperproof, 
foolproof, theftproof! 

THERE IS a Postage Meter 
model for every bank, large or 
small. Get a demonstration in 
your bank, on your own mail; 
and prove, as thousands of pro- 
gressive banks have —that the 
Postage Meter saves mailing 


time, cuts postage costs! 


THE PostaGE METER Co. 


781 Pacific Street, Stamford, Conn. 


PITNEYeretes wi) BOWES 


Offices in principal cities 


Consult your telephone directory 























LETTERS 


Brides and Traveler's Checks 


Sirs: June is the month for brides. It 
is also the month for travel in these United 
States. While there is no closed season 
either on matrimony or travel, June is 
“tops” in both. 

During the June just passed California 
Bank managed to obtain a little more 
than its share of the traveler’s check busi- 
ness in Los Angeles County through 
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advertising with 24-sheet outdoor boards, 
window display card reproductions of the 
boards in the windows of all branch offices, 
newspaper advertising and_ statement 
stuffers. 

For the six-month period, decreases from 
last year’s high figures for traveler’s check 
sales were as follows: 

California Bank down only 15% 


Bank “B” down only 20% 
Bank “‘C” down only 21% 
Bank “‘D’ down only 22% 
Bank “E”’ down only 23% 


As a matter of interest to your readers, 
we enclose a photo of one of the outdoor 
boards that played an important part in 
this campaign. 

Rop Mac.ean, Manager, 

Advertising and Publicity Department, 

California Bank, 
Los Angeles, California 


¢¢ 


Home Improvement in Canada 


Sirs: The purpose of this letter is to 
call attention to a slight error of statement 
in the body of my article, ‘“‘Canadian 
Banks Go to the Public,” in your June 
issue. 

On page 12 of the issue, in referring to 
the home improvement plan I state that 
over $3,000,000 was loaned in the first 
twelve months of the plan’s operation in 
Canada. Actually the figure should have 
been approximately $12,000,000. You 
might be interested to know that at this 
date, June 23, the figure has grown to 
close to $16,000,000 and it looks very 
much as though the plan will be as success- 
ful this year as last although receiving 
much less publicity than at that time. 

J. C. NELson, 

Manager Advertising Department, 
The Royal Bank of Canada, 
Montreal, Quebec 
$o°¢ 


Court Decision Corrected 


_Sirs: In the issue of your good publica- 
tion under date of April, 1938, and begin- 
ning on page 37, you cite the decision of 
the Appellate Court in the case of Ruther- 
ford vs. Rideout Bank and Bank of 
America, 75 Pacific Reporter, 2d 101. 

Your statement of the facts in this 
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AUGUST, 1938 VoL. 22 :: No. 11 





CONTENTS 


Uniform Examinations - ‘ > - . _ 7 
By HENRY D. RALPH 


What Does the Public Want From Banks? 


By RAY A. ILG 


10 


The Graduate School  - - ‘ ‘ « « oe 
By FRED B. BARTON 


Installment Loan Collection Policy Ps “ o | 
By B. NEUSTADT 


18 


Bank of Canada Occupies New Home - 
By JAMES MONTAGNES 


Director Clutchbill Accepts a Challenge 20 


By FRED COPELAND 


The Clearing House of Pictures - a a - 


Court Decisions - és ‘ m - * oa 
By CHARLES R. ROSENBERG, JR. 


Booklets for Banks ‘s - “ je 7 - 24 











EpITORIAL AND Business Orrices—Second Blvd. and Burroughs Ave. 
Detroit, Michigan 
F. E. QUISH 
CENTRAL STATES REPRESENTATIVE 
Second Blvd. and Burroughs Avenue, 
Detroit, MIcHIGAN 


CHARLES W. EARLE 
EasteRN REPRESENTATIVE 
219 Fourth Avenue, 
New York City 


Copyrighted, 1938, by Burroughs Adding Machine Company 




















2 


case is fairly accurate. The decision of the 
Appellate Court is as stated by you, but 
on petition to the Supreme Court of the 
State of California for rehearing, a rehear- 
ing was granted and on June 30, 1938, a 
decision was rendered by the Supreme 
Court which holds directly to the contrary. 
In other words, the Supreme Court holds 
that Taylor, the agent for the bank, was 
acting within the scope of his authority 
and that the action was not barred by the 
Statute of Limitations. This affirms the 
judgment of the trial court and reverses 
the opinion of the Appellate Court as 
quoted by you. 

The facts are well known to the writer 
hereof as he is one of the attorneys for 
the plaintiff. 

ELMER W. ARMFIELD, President, 

Bank of Woodland N. A., 
Woodland, California 
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Distribution of Bank Funds 


Stirs: Although the idea in the article, 
“The Distribution of Bank Funds,” is 
probably not new to many of us, President 
Dodge of The Detroit Bank brings out 
some very interesting points that it would 
be wise for a ps many banks to follow. 
The next to the last paragraph struck me 
most forcefully where he says, “It is 
distinctly the banker’s duty to take these 
upon himself and not to. depend on the 
examining authority to criticize and 
suggest.” 

R. E. Kenner, Auditor, 

Lincoln National Bank and Trust Company, 
Fort Wayne, Indiana 


Sirs: I have read “‘The Distribution 
of Bank Funds.” Since 1932 we have 
learned that both commercial and savings 
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THE CHASE 
NATIONAL BANK 
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Statement of Condition, June 30, 1938 
RESOURCES 


DIRECT AND FULLY 


Loans, Discounts AND BANKERS’ ACCEPTANCES 


Customers’ ACCEPTANCE LIABILITY . 


LIABILITIES 
CapitaL Funps: 
Capita, Stock . $100,270,000.00 
SURPLUS . 100,270,000.00 


RESERVE FOR TAXES, INTEREST, ETC. . 
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Member Federal Deposit Insurance Cor poration 
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6,780,510.74 
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31,998,651.39 


$ 232,538,651.39 
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2,152,228,097.07 
24,070,566.89 
14,234,040.91 
6,573,442.09 


$2,449,267,073.99 
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are demand deposits and should be treated 
accordingly. It is difficult to do this and 
still make any money. Also, when think- 
ing about capital funds it should be 
remembered that the poorest assets belong 
to the stockholders. 

E. C. BuRMEISTER, 

Assistant Cashier, 
Lake View Trust and Savings Bank, 
Chicago, Illinois 


Srtrs: The article on the distribution of 
bank funds by Joseph M. Dodge was not 
only highly interesting but will materially 
oo to better bank management if 
used. 

An investment program should always 
be based on the class and character of your 
available funds. Any method which 
measures your fund employment from the 
standpoint of quality, and also takes into 
consideration the time element of the 
funds provided will operate as a convenient 
tool with which to approach intelligently 
a bank’s investment problem. 

It goes without saying that time deposits 
can become virtually demand deposits 
over night, but I believe this to be a 
depression exception. As long as we pay 
interest on this class of deposits we virtu- 
ally must seek larger income producing 
investments, which usually means longer 
term commitments. 

L. E. Sotem, Comptroller, 

State Bank and Trust Company, 
Evanston, Illinois 


Sirs: This plan has been advanced in 
one or another form and is entirely oper- 
ative. However, it may border on the 
theoretical and thus I fear that most 
banks will disregard it in the arrangement 
of their resource and liability classifica- 
tions. The article has been discussed in 
our bank and in the near future we plan 
to make a chart on a quarterly basis along 
the lines suggested. Since this is our first 
attempt doubtless for the present it will 
resolve itself into an experiment. 

D. F. Houser, Auditor, 

Third National Bank, 
Nashville, Tennessee 


Sirs: I believe that Mr. Dodge has 
put into words some ideas on the invest- 
ment of bank funds that should be helpful 
to most bank officers. 

F. C. MEsseNGER, Auditor, 

Merchandise National Bank, 
Chicago, Illinois 


Sirs: This is an excellent article, and 
sound in principle. If Mr. Dodge had 
not made practical use of ‘the idea, the 
offhand impression would be that it is too 
ideal to be practical. It is an interesting 
example of memorandum accounting for 
the information of management, which 
is quite as necessary for its purpose as the 
regular books of account for their purpose. 

GeorGE H. Huppy, Jr., 

First Vice-president, 
Industrial Trust Company, 
Providence, Rhode Island 


o¢¢ 


Director Clutchbill in Dutch 


Stns: We are sending you’ under 
separate cover a copy of our monthly 
bank magazine, containing the Dutch 
text of your article “Director Clutchbill 
Digs Up a Dividend.” We thank you 
once more for your courtesy in allowing us 
to take over this article. 


A. PorceE.yn, Editor “DE BANK,”’ 
, Incasso-Bank N. V., 
Amsterdam, Holland 
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Bank Improvement 
Reported by FDIC 


Further improvement in the banking 
situation during 1937 is revealed by the 
Federal Deposit Insurance Corporation in 
its annual report to Congress for the past 
calendar year. 

“The great majority of banks are under 
good or satisfactory management,” the 
report states. Of the 7,293 insured com- 
mercial banks under examination of the 
FDIC, the management of but 848 institu- 
tions was considered poor or unsatisfactory. 
“The proportion of banks with good or 
satisfactory management appears to be 
greater among the large banks than the 
small banks,” the report added. 

The corporation further said that at the 
close of 1937 it was insuring deposits in 
13,853 banks. These banks held deposits 
of about $48 billion, of which $21 billion 
was protected by insurance. Deposi- 
tors numbered more than 50 million, of 
whom 98 per cent were fully protected. 

as the year the corporation pro- 
tected the funds of 130,000 depositors in 
75 insolvent banks either by paying them 
off or by making loans to facilitate the 
absorption of the banks by sound insured 
institutions. Total deposits in these 
insolvent banks amounted to $33 million. 

Also in 1937 the FDIC took action on 
thirty-nine insured banks which were 
cited to supervisory authorities for practices 
believed unsafe and unsound, such as 
insufficient net invested capital or lax 
loan and investment policies. 

Of particular interest at the present 
time is the corporation’s statement of 
policy concerning bank loans, which reads: 
“Examiners of the corporation are in- 
structed not to criticize an individual loan 
on the basis of the time of its probable 
repayment but solely on the basis of the 
probable ability of the debtor to keep his 
obligation current and sound. Examiners 
are instructed to criticize a loan because 


IN UNCLE SAM’S STRONG BOX... 
This striking view shows some of the first 
silver bars to be transferred to the new 
Federal vault at West Point, under heavy 
machine-gun protection, with Director 
of the Mint Nellie Tayloe Ross looking on 








WATCHING STOCKS SOAR ... One glance at the faces of these customers and brokers 
during the recent stock boom is evidence enough that prices were zoomin upward. 


The new president of the New York Stock Exchange, William McChesney 


artin, Jr., 


(see page 22) told reporters that in his opinion the rising stock market presaged a general 
uptrend in business and the end of the recession 


of lack of credit information regarding the 
borrower, because the loan is made for 
speculative purposes involving undue risk 
of loss, because the loan represents an 
over-extension of credit or undue concen- 
tration for the bank in a single line, be- 
cause the loan involves improper assump- : 
tion of management risks by the bank, or 
because the loan is illegal. Examiners are 
also instructed to criticize any loan upon 
which a loss appears probable and any 
loan in which a loss has actually been sus- 
tained by the bank but not cheneed off. 
Instructions are given to comment also 
upon an undue concentration of loans by 
types and maturities tending to produce a 
—? balance among the assets of the 
ank.”’ 


a 


Developments | 
In Field Warehousing 


“There are three applications of field | 
warehousing open to the average com-| 
pany,” explained A. T. Gibson, president 
of the Lawrence Warehouse Company, in| 
a recent address before a division of the! 
National Association of Credit Men. 

Mr. Gibson stated that under the first 
method, all arrangements are made by 
the customer, whose bank receives ship- 
ments from a manufacturer, pays for the 
_= upon arrival, and accepts field ware- 

ouse receipts as security. The customer 
in turn pays the bank as commodities are 
released to fill orders. 

In a second plan, said Mr. Gibson, the 
supplier arranges with his bank so that 
he may consign goods to himself, in care 
of a warehouse set up on a distributor’s 
premises. Title to the inventory remains 
with the supplier and his bank, and goods 
are released to the distributor only in 
accordance with the supplier’s instructions. 

The third field warehousing application 
described by Mr. Gibson follows the first 
plan in which credit is established by the 
customer through the bank. However, 
the supplier in this case agrees to repur- 
chase any stocks which may remain unsold 
at a determined date. This protects the 
bank, and also the supplier against havin 
his merchandise dumped at distresse 
prices. 


English Builder Finds 
FHA Program Sound 


Frank Taylor, English builder who is 
currently developing a low cost home 
project on Long Island, New York, is 
impressed with the soundness of the FHA 
system under which mortgage loans up to 
90 per cent of the appraised value of the 
property may be insured. Writing in the 
Insured Mortgage Portfolio, official FHA 
publication, Mr. Taylor says: 

“Under this system the builders can 
a with confidence, knowing that the 

omes can be financed and that the small 
down payment will put them in reach of a 
wider market. With the FHA adminster- 
ing the National Housing Act, continuin 
to pay careful attention to character an 
financial stability of the borrower and to 
the location and construction of the 
properties, I see small possibility of loss 
either to the lending institvtion or to the 
mutual mortgage insurance fund, taking 
the operations over a term of years and the 
number of mortgages that are being in- 
sured under the program. Our own losses 
in England with ag be per cent down pay- 
ment requirement have been something 
less than 1 per cent.” 

The type of low cost houses popular in 
England would be difficult to market in 
America, Mr. Taylor believes, due to the 
difference in viewpoints and standards of 
living in the two countries. ‘The average 
American and the average Englishman both 
demand good construction,” he states. 
“Other demands, however, are so wide of 
each other that we have made no attempt 
to adapt our English ideas to our American 
operations.” 

As an example, Mr. Taylor cites the 
fact that the American homes he is build- 
ing are equipped with central heating, 
hardwood floors, tiled bath and similar 
conveniences. They are selling for $5,590. 

In contrast, the typical English home 
described by Mr. Taylor is built with no 
central heating plant, coal burning fire- 
places being used. There is no garage but 
the home must have ample garden space. 
The bath contains a tub, water boiler and 
linen cupboard; the flooring is the same 
as that in the other rooms. Unlike the 
American dwellings, the houses have 

















Policyholders of Employers 
Mutual find that the excep- 
tional service they receive re- 
sults in manifold savings, thus 
reducing their insurance costs 
on Workmen's Compensation, 
Public Liability, Automobile 
and allied forms of Insurance. 
Request a representative to 
call! He will present facts of 
unusual interest to you. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 
am 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory 




















neither attic nor basement. This type of 
English home sells for $3,000, the pur- 
chaser usually acquiring it with a 5 or 10 
per cent down payment. 


Bank Advertising 
Authority Dies 


The printing presses were still turning 
out copies of The Burroughs Clearing 
House for July, containing an article on 
bank window displays by William H. 
Burch, advertising manager of The First 
National Bank of Fort Worth, when word 
was received of Mr. Burch’s sudden death 
on June 22 from a heart attack. 

Mr. Burch was well-known in financial 
advertising cricles, and his original window 
displays attracted wide attention. He 
was active in the affairs of the Financial 
Advertisers Association and was assistin 
in the plans for the a nationa 
convention of the FAA in the fall. 

His untimely passing is a source of deep 
regret to the staff of The Burroughs Clear- 
ing House and to his many friends in the 
banking fraternity. 


Bank’s Camera 
Contest Clicks 


The Montclair Trust Company, of 
Montclair, New Jersey, recently took 
advantage of the current enthusiasm for 
photography to conduct a contest that had 
wide appeal and resulted in a great deal 
of favorable publicity for the institution. 

The contest was limited to amateur 
photographers, and special awards were 
provided for children up to fourteen years 
of age as an incentive toward cultivating 
an artistic sense with the camera. Particu- 
lar emphasis was placed on Montclair 
subjects. 
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When the shadow of dishonesty falls upon one 
of your commercial borrowers, the soundness of 
your loan may be threatened. Moral: insist that 
such borrowers carry adequate Fidelity Bonds 
on their key officials and employees. 


FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


MARYLAND, BALTIMORE 
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Much good will among local merchants 
was derived from the contest, as awards 
were made in the form of certificates 
negotiable only in Montclair stores. In 
order to spread purchases among as many 
merchants as possible, certificates were 
issued in $5 denominations. 

Over a thousand photographs were sub- 
mitted, indicating the local interest that 
was aroused. Due to the authentic news 
value of the story, the local newspaper 





Judges’ popular choice 


gave liberal space to publicizing the contest. 
Sponsorship of the camera competition 
was so successful that I. B. Grainger, 
— of the Montclair Trust Company, 
as announced that the bank plans to 
make the contest an annual event, 


The Oldest 
American Banks 


The recent announcement that the Bank 
of New York and Trust Company, estab- 
lished in 1784, is reverting to its original 
name, the Bank of New York, calls atten- 
tion to the fact that there are quite a 
number of very old banks in this country. 

A study of early American banks has 
been made by T. D. MacGregor, bank 
advertising counsel of New York City, and 
he has compiled the following report on 
the relative venerability of our first 
financial institutions: 

“From time to time, the list of our 
oldest banks has to be revised because of 
changes. For example, the oldest bank 
for a long time was the Bank of North 
America in Philadelphia, which has since 
gone out of business. 

“There is some question as to which 
bank is now entitled to be called the oldest 
in the country. The First National Bank 
of Boston claims that honor as the succes- 
sor of The Massachusetts Bank, which 
received its state charter, signed by 
Governor John Hancock, on February 27, 
1784. The bank opened for business on 
July 5, 1784. The Massachusetts National 
Bank purchased The First National Bank 
of Boston in 1903 and took the latter’s 
name. 

“The Bank of New York opened for 
business June 9, 1784, but did not receive 
its state charter until March 21, 1791. 
The question is, which date to accept as 
that of the beginning of the bank. The 
Providence National Bank of Providence, 
R. I., established 1791, is inclined to con- 
sider itself the ‘Second Oldest Bank in 
America.’ 

“Connecticut boasts three of the nation’s 
pioneer banks, all chartered in 1792. There 
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Attractive front of the State Bank of Albany’s original quarters, erected in 1804, has 
been preserved in present skyscraper building as the portal entrance 


is some question as to whether The Union 
Bank and Trust Company of New London, 
or the Hartford National Bank & Trust 
Company of Hartford, opened first for 
business in that year. The New Haven 
Bank, N. B. A., was also chartered in 1792, 
but owing partly to a delay in placing the 
stock it did not open until 1795. 

“Despite some differences of opinion as 
to their relative ages, there seems to be 
honor enough for all these fine banks 
inasmuch as they have been faithfully 
serving the public for so long. After all, a 
matter of a few weeks or months does not 
seem so ees in the perspective of a 
century and a half 

“Other old banks still in existence and 
still very active are: 


Bank of the Manhattan Company, New York, 1799. 
Washington Trust Company, Westerly, R. I. 1800. 
Middletown National Bank, Middletown, Conn., 1801. 
Beverly National Bank, Beverly, Mass., 1802. 
Plymouth National Bank, Plymouth, Mass., 1803. 
Newport National Bank, ‘Newport, | ee 1803. 
Philadelphia National Bank, Philadelphia, Pa. -» 1803. 
State Bank of Albany, Albany, N. Y., 

Strafford National Bank, Dover, N. zx’ i008. 
Strafford Savings Bank, Dover, N. H., ‘1803. 
Naumkeag Trust Company, Salem, Mass., 1803. 
Pacific National Bank, Nantucket, Mass., 1804. 
National — & Essex Banking Company, Newark, 


Trenton Banking Company, Trenton, N. J., 1804. 

Cheshire National Bank, Keene, N. H., 1804. 

Farmers National Bank, Annapolis, Md., 1805. 

Easton National Bank of Maryland, Easton, Md., 1805. 

First National Bank & Trust Company, ‘Bridgeport, 
Conn., 1806. 

First National Bank, Baltimore, Md., 

ioe Ss London City National Bank, New a Conn., 


Motewic National Bank, Schenectady, N. Y., 1807. 

Farmers Bank of the State of Delaware, Wilmington, 
Del., 1807. 

National Bank of New Jersey, New Brunswick, N. J., 


1808. 
a Bank of Chambersburg, Chambersburg, Pa., 


National Bank of Washington, D. C., 
York National Bank & Trust Company, Fork, Pa., 1810. 


“Besides the Bank of New York, there 
is another old bank which has recently 
returned to its original name. It is the 
State Bank of Albany, for wey 3 known as 
the New York State National Bank. For 
134 years this bank has continuously 
occupied the same piece of property, and 
by an interesting feat of engineering it 
has preserved in the front of its present 
skyscraper building the facade of its 
original quarters erected in 1804, the year 
after the bank was organized. When the 
front of the old building was transferred, 
it was detached intact from the side walls 
and roof, crated in big timbers, moved 
thirty- five feet up the street, and set in as 
pe portal entrance to the new building 
(see adjoining illustration). 

“In these times of change and flux, it 
certainly should be reassuring to the public 
and to younger banks to know that we 
have so many banking institutions that 
seem to be really permanent, able to serve 


continuously, generation after generation, 
and to keep on earning dividends uninter- 
ruptedly through wars and panics, in 
periods of depression and prosperity alike.” 


Sugar-Coated 
Lesson in Thrift 


In a clever fable about a wise little 
goblin who taught the forest creatures to 
store up their surplus for a rainy day, 
after a tempter named “Waste” had 
reduced them to starvation, the Common- 
wealth Savings Bank of Australia has 
sugar-coated the moral of thrift in a highly 
palatable dose for school children. 

It’s a very creditable job of selling the 
bank and its function in society to those 
upon whom the future of the institution 
will soon depend. 








“Your service has saved 
us many times its cost,” 
says an Ohio banker in 
writing about ...... 


POOR’S 
Bond Advisory 
Service 


It offers you... 


1. Review of your complete 
bond portfolio. 


2. Consultation privileges. 


3. Weekly bond market survey 
. ». appraisal of all impor- 
tant developments . . . se- 
curity analysis with definite 
recommendations . . . con- 
tinuous supervision of two 
groups of bonds. 


FOR JUST $65 A YEAR 
Send for FREE sample 


Poor’s Pususuinc Company 
90 Broad Street, New York 
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9% of the Income 


Comprising only 2% of the 
country’s area, New England has 
nearly 7% of its population and 
9% of its income. Buying and 
selling billions of dollars’ worth 
of products each year, New Eng- 
land business needs complete 
banking facilities such as are 


provided by this institution. 
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State and Municipal Issues 


FIRST SIX MONTHS—1938 





Underwritten alone or with associates by Halsey, Stuart & Co. Inc. 


+$2,415,400 
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5,000,000 
74,000 
100,000 
1,070,000 
68,000 
4,000,000 


200,000 


2,600,000 


125,000 
250,000 

50,000 
350,000 
204,000 

67,000 
150,000 


105,000 


100,000 
100,000 
120,000 
165,000 


437,000 


*Underwritten alone by Halsey, Stuart & Co. Inc. 


ALBANY, N. Y. 

2% & 2% % Bonds, Due 1939-78 

ALLEGHENY COUNTY, PA. 

2% % Bonds, Due 1939-68 

BAY CITY, MICH. 

1% % Bonds, Due 1939-41 

BETHLEHEM, PA., S.D. 

144% Bonds, Due 1939-43 

BIRMINGHAM, ALA. 

3% % Bonds, Due 1942-58 

BLOOMINGTON, IND. 

2% Bonds, Due 1939-48 

BOSTON, MASS. 

0.90% Temp. Loan Notes, Due 4-12-1939 

BURNS, BIRDSALL, ALMOND,N.Y.., etc. 
TOWNS OF, C.S.D. No. 2 

3% Bonds, Due 1940-67 

CHICAGO, ILL.,WATERWKS. SYSTEM 

3% &3%% Certificates of Indebtedness, 

Due 1943-54 (Two Issues) 

DULUTH, MINN. 

2.60% Bonds, Due 1941-52 

EAU CLAIRE COUNTY, WIS. 

2% Bonds, Due 1939-48 

ENDICOTT, N. Y., VILLAGE OF 

1.10% Bonds, Due 1939-43 

ERIE, PA., S.D. 

2% % Bonds, Due 1940-48; Opt. 1942 

FULTON, N.Y. 

1% % Bonds, Due 1939-48 

GRANVILLE, N. Y., TOWN OF 

2.10% Bonds, Due 1939-48 

GUILFORD COUNTY, N. C. 

3% Bonds, Due 1944-53 

HASTINGS-ON-HUDSON, N. Y., 
VILLAGE OF 

2% % Bonds, Due 1939-48 

KINGSTON, PA., S.D., BOROUGH OF 

2% Bonds, Due 1939-43; Opt. 1940 

LAWRENCE, MASS. 

2% Bonds, Due 1939-48 

MASON CITY, IOWA, IND. S.D. 

2% % Bonds, Due 1939-57 

MEDFORD, MASS. 

2% % Bonds, Due 1939-48 

MONTCLAIR, N. J.,. TOWN OF 

2'3 % Bonds, Due 1939-70 








+ Account headed by Halsey, Stuart & Co. Inc. 


*$ 85,000 
t50,000,000 
* 741,000 


* 92,000 


* 170,000 
* 125,000 
+ 435,000 
¢ 1,100,000 
¢ 2,000,000 
* 192,000 
t+ 165,000 
* 438,000 
* 100,000 
* 192,000 
+ 2,468,000 
+ 519,000 
+ 546,000 
* 173,000 
* 100,000 
¢ 500,000 
* 160,000 
* 80,000 


* 530,000 





Descriptive circulars and current quotations will be supplied for any of the above securities upon request. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street 


NEW CASTLE, PA., S. D. 

2% Bonds, Due 1939-45 
NEW YORK,N. Y. 

3% & 3% % Bonds, Due 1939-78 
NEW YORK, N. Y. 

4% Bonds, Due 1952-62 

NORTH HEMPSTEAD, N. Y., 

TOWN OF, U.F.S.D. No. 4 

2% % Bonds, Due 1941-55 
OSWEGO, N.Y. 

1.80% Bonds, Due 1939-48 
POCOHONTAS COUNTY, IOWA 
2% % Bonds, Due 1945-50; Opt. 1944 
RAMSEY COUNTY, MINN. 

2%% Bonds, Due 1939-48 
ROCHESTER, N. Y. 

1.70% Bonds, Due 1940-48 
ROCHESTER, N. Y. 

2% Bonds, Due 1939-58 

ST. JOSEPH COUNTY, IND. 

2% % Bonds, Due 1939-48 

ST. PAUL, MINN. 

2.20% Bonds, Due 1939-48 
SCHENECTADY,N. Y. 

1.80% Bonds, Due 1939-48 
SWISSVALE, PA., S.D., BOROUGH OF 
2% % Bonds, Due 1939-48 
TAUNTON, MASS. 

1% % Bonds, Due 1939-48 
TENNESSEE, STATE OF 

2% % Bonds, Due 1948-49 

TROY, N.Y. 

2.20% Bonds, Due 1939-48 
VESTAL, N.Y., TOWN OF, C.S.D. No.1 
2.90% Bonds, Due 1939-62 
WALTHAM, MASS. 

2% Bonds, Due 1939-48 

WEBSTER COUNTY, IOWA 

2% % Bonds, Due 1948-53 

WEST VIRGINIA, STATE OF 

2%% Bonds, Due 1938-62 
WILLIAMSPORT, PA. 

1% % Bonds, Due 1939-47 

WORTH COUNTY, IOWA 

2% % Bonds, Due 1949-50; Opt. 1944 
WRIGHT COUNTY, IOWA 
1% % Bonds, Due 1939-45 





{Member of Underwriting and Distributing Group 


+ NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 


In writing to advertisers please mention The Burroughs Clearing House 
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Secretary of the Treasury Henry Morgenthau, Jr., left, and Chairman Marriner S. Eccles, Federal Reserve System, 
played leading parts in developing the new bank examination rules 


NIFORM L.xaminations 


The new rules provide uniformity for the first time, and 


eliminate some restrictions on bank loans and investments 


HE new bank examination rules 

adopted by all Federal and state 

agencies, coupled with the re- 
vised investment securities regulation 
of the Comptroller of the Currency, 
provide a uniform method of examina- 
tion for the first time in American 
banking history, eliminate some rather 
arbitrary restrictions on bank loans 
and investments, protect bank capital 
against market declines, permit banks 
to invest in bonds of local businesses, 
and open the way for a general liberali- 
zation of bank credit. 

All this has been accomplished with- 
out any really fundamental changes in 
bank supervisory policy and practice. 
As a matter of fact, close comparison 
shows that most of the changes are 
quite minor, involving technicalities 


By 
HENRY D. RALPH 


Washington Correspondent, 
THE BURROUGHS CLEARING HOUSE 


and matters of form; that they merely 
give effect to policies which bank 
supervisory officials have intended to 
prevail. Their chief effect is psycho- 
logical, accomplished by the elimina- 
tion of doubtful, troublesome, and 
misinterpreted provisions. For this 
reason the new program has_ been 
praised by bankers, business men, and 
Federal and state officials, and the 
scattered criticisms that this might be 
a step toward excessive extension of 





bank credit have been met with the 
reply that all the basic controls over 
bank operations remain intact. 

The revision program was launched 
by President Roosevelt on April 14 
when he sent a message to Congress 
announcing the desterilization of 
$1,400,000,000 of gold and action of 
the Board of Governors of the Federal 
Reserve System in decreasing reserve 
requirements. He expressed the hope 
that bank supervision could be better 
co-ordinated to facilitate the flow of 
business credit. The Secretary of the 
Treasury, Henry Morgenthau, Jr., was 
named head of an inter-departmental 
committee on the subject. Other 
members included Marriner S. Eccles, 
Chairman of the Reserve Board; Leo 
T. Crowley, Chairman of the Federal 
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Uniform Examinations. All examiners, state and Federal, 
will use identical forms and rules, except where state laws 
require additional information. 


Loan Classifications. The terms, “slow,” “doubtful,” and 
“loss” are eliminated. Instead the Roman numerals II, 
III, and IV will be used to designate loans. Class I, which 
will not be used except by some state examiners, will mean 
“‘good”’ loans not falling in one of the other three classes. 


Loan Charge Offs. Fifty per cent of the total of III (doubtful) 
and all of IV (loss) will be deducted in computing the net 
sound capital of the bank. 


Long-Term Loans. The new rules are expected to make banks 
somewhat more liberal in extending business credit because 
of the better classifications. There is no Federal regulation 
limiting the period of time for which a bank may make a 
loan, except in special cases, such as real estate loans. 


Securities Regulation. The revised investment securities 
regulation issued by the Comptroller of the Currency applies 
directly only to national banks and state Federal Reserve 
banks, but in actual practice it will also be used by the 
FDIC and state supervisory officials to the extent that they 
have jurisdiction. 


Securities Policy. Federal law limits the purchases of national 
and state member banks to marketable obligations which 
are not distinctly or predominantly speculative in character. 
The new regulation makes no reference to rating manuals, 
permitting bank officials to justify bond purchases. 


Local Bond Issues. One of the most important changes per- 
mits a bank to buy the bonds of a local business concern 


_ Highlights of the New Bank Examination Policy 


even though its securities are not widely held and quoted. 
These must mature within ten years, be of sound value, and 
provide for amortization. 


Bond Registration. The provision that bonds must be regis- 
tered with the Securities and Exchange Commission unless 
exempted under its laws has been eliminated. 


Convertible Securities. Securities convertible into stock or 
with stock purchase warrants are not prohibited if the price 
paid for the security is not in excess of the investment value 
of the security itself. 


Examiners’ Classifications. Examiners will continue to use 
the four customary groupings. Group I securities are market- 
able obligations in which the investment characteristics are 
not predominantly speculative. Group II securities are 
those in which the investment characteristics are distinctly 
or predominantly speculative. Group III securities are 
those in default. Group IV securities are stocks acquired by 
a bank through foreclosure on collateral or by other means. 


Security Valuation. Neither appreciation nor depreciation 
in Group I securities will be shown. Securities in Group II 
will be valued at the average market price for eighteen 
months just preceding examination, and 50 per cent of net 
depreciation will be deducted in computing the net sound 
capital. Net depreciation in securities in Group III and 
Group IV will be classified as loss, as at present. Premiums 
on securities purchased at a premium must be amortized. 


Use of Security Profits. The use of securities profits for 
dividends and similar purposes, will be disapproved until 
and unless losses have been written off and adequate reserves 
provided. 


















































Deposit Insurance Corporation; Mar- 
shall R. Diggs, Acting Comptroller of 
the Currency; and other officials of 
these and other Federal agencies. 
But the detailed work was done 
| largely by Dr. Cyril B. Upham, Special 
Assistant to the Secretary of the 
Treasury, who served as secretary of 
the committee, and by the Chief 
Examiners of the three Federal super- 
visory agencies: Leo H. Paulger of the 
Federal Reserve System, W. P. Folger 
of the Comptroller’s office, and John 
G. Nichols of the FDIC. The group 
also worked closely with the executive 
committee of the National Associ- 
ation of Supervisors of State Banks. 
Many sessions were held in order to 
harmonize conflicting views, but when 
the new program was announced on 
June 27 it had unanimous approval. 





HE chief features of the new pro- 

gram are: uniformity in examination 
policy; new formula for charging 
depreciation of loans and investments 
against bank capital; new method of 
classifying loans; a different descrip- 
tion of investment and _ speculative 
securities; new method of valuing 
bonds; provision for investment in 
local issues; and requirement that a 
reserve account be established to 
offset investment depreciation. 

Bank examination is now uniform, 
but not unified. Banks are still sub- 
ject to the same number of examina- 


tions and by the same agencies as in 
the past, but now all examiners, state 
and Federal, will use identical forms 
and identical rules except where some 
state laws may require additional 
information not used by the Federal 


agencies. The chief change is the 
elimination of the terms “slow,” 
“doubtful,” and “loss,” heretofore 


used by bank examiners in classifying © 


loans. Instead, the Roman numerals, 
II, III, and IV, will be used to desig- 
nate loans. Class I, which will not 
be used except by some state exami- 
ners, will mean “‘good” loans not fall- 
ing in one of the other three classes. 
Currently this classification would 
include about 90 per cent of all 
national bank loans. While techni- 
cally the classification of loans will 
continue without material change, 
abandonment of the old terms will 
eliminate misunderstandings since these 
terms were generally agreed to be 
misnomers. After many attempts to 
devise new terms, it was_ finally 
decided to use numbers instead, as 
the same term might have different 
connotations to different people. 

As used by an examiner, the term 
“slow” included loans which, in his 
opinion, would become doubtful or 
worthless in whole or in part unless 
watched carefully and put in proper 
bankable shape by the bank. The 
term did not relate to the element of 
time as such, and it was generally 


agreed that the test of a bank loan 
should be its quality rather than its 
liquidity or maturity. Less than 10 
per cent of loans of national banks 
are currently classified as “‘slow.” 

As explained by Acting Comptroller 
Diggs, under the new procedure Class 
II loans will be loans or portions 
thereof which appear to involve a 
substantial or unreasonable degree of 
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risk to the bank by reason of an un- 
favorable record or other unsatis- 
factory characteristics noted in the 
examiner’s comments. There exists 
in such loans the possibility of future 
loss to the bank unless they receive 
the careful and continued attention of 
the bank’s management. No loan 
will be so classified if ultimate repay- 
ment seems reasonably assured in 
view of the sound net worth of the 
maker or endorser, his earning capacity 
or character, or the protection of 
collateral or other security of sound 
intrinsic value. This is the classifica- 
tion that has been substituted for the 
old “slow” column. Class III loans 
will be loans or portions thereof, the 
ultimate collection of which is doubt- 
ful, and in which a substantial loss is 
probable but not yet definitely deter- 
mined in amount. Loans so classified 
should receive the rigorous attention 
of the management of the bank with a 
view to salvaging whatever value may 
remain. This classification corresponds 
to the old “doubtful” column. Gener- 
ally speaking, about 50 per cent of the 
loans which are classified by the 
examiner as doubtful, or now as Class 
III, may be expected to find their 
way into the “loss” column. Class IV 
loans will be loans or portions thereof 
regarded by the examiner for reasons 
set forth in his comments as uncollecti- 
ble and as estimated losses. This 
classification corresponds to the old 
“loss” column. Amounts so classified 
should be promptly charged off by 
the bank. 

In order to insure uniformity of 
practice and understanding on the 
part of both examiners and bankers, 
the official definitions of the four 
classes are now being printed, on all 
examination forms. , 








The only really material change in 
the new rules pertaining to loans is 
that only 50 per cent, rather than all, 
of the amount of the loans, repay- 
ment of which is very doubtful, be 
transferred from depositor account to 
capital account, since some of these 
loans may prove to be good. This is 
accomplished by the regulation that 
“Fifty per cent of the total of III and 
all of IV will be deducted in computing 


the net sound capital of the bank.” 


HE new rules do not, as has some- 

times been stated, -permit banks to 
make business loans of more than 
nine months. There is not, and never 
has been, any Federal regulation 
limiting the period of time for which 
a bank may make a loan, except in 
special cases, such as real estate loans. 
It is banking custom which has made 
the commercial bank loan a relatively 
short extension of credit. The new 
rules, however, are expected to make 
bankers somewhat more liberal in 
extending business credit because of a 
better understanding of just how such 
loans will be classified by the exami- 
ners. At any rate, officials feel, 
bankers will no longer be able to 
claim that they would like to make 
loans but the examiners will not let 
them. Real estate loans are not 
affected by the new regulations. 

The revised “‘Investment Securities 
Regulation”’ issued by the Comptroller 
of the Currency applies directly only 
to national banks and state Federal 
Reserve Member banks, but in actual 
practice it will also be used by the 
FDIC in determining whether or not 
a bank is adhering to that sound 
banking practice necessary for the 
continuance of insurance, and also by 
state supervisory officials to the extent 


9 


that they have jurisdiction over se- 
curity portfolios of non-member state 
banks. However, banks directly af- 
fected hold about 82 per cent of the 
deposits of all commercial banks of 
the nation. 

Federal law limits the purchases of 
national and state member banks to 
marketable obligations which are not 
distinctly or predominantly specula- 
tive in character. The comptroller’s 
old regulation attempted to define this 
restriction by stating that where there 
is doubt, the eligibility of a security 
must be supported by at least two 
recognized rating manuals. This re- 
quirement caused much criticism on 
the ground that it delegated a bank’s 
responsibilities to the rating services. 
The new regulation makes no refer- 
ence to rating manuals, leaving it up 
to bank officials to justify their bond 
purchases in any way they may, but 
as a matter of practice it is expected 
that most bankers and most bank 
examiners will continue to make con- 
stant use of the rating manuals for 
lack of other information on listed 
securities. 

One of the most important changes 
permits a bank to buy the bonds of a 
local business cdéncern even though 
these securities are not widely held 
and quoted. The old regulation re- 
quired that such public distribution of 
the issue, or of other existing securities 
of the issuer, must have been made or 
provided for as to protect 9r insure 
the marketability of the isshe under 
consideration. This requirement has 
been retained but an alternative added 
which provides that public distribu- 
tion is not necessary in the case of 
certain securities issued by established 
commercial or industrial businesses 
or enterprises that can (See page 28) 
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LEO H. PAULGER 
Federal Reserve System 


JOHN G. NICHOLS 
Federal Deposit Insurance Corporation 





DR. CYRIL B. UPHAM 
Special Assistant to the Secretary of the Treasury 
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F civilization were static it would 

| be comparatively easy to determine 
just what the public expected from 

banks. But we know that civilization 
is not static; it either moves forward 
or dies. 

In the present progressive movement 
the likes and dislikes of our people are 
undergoing considerable change. Eco- 
nomic and social disorders are playing 
an important part in bringing about a 
different public viewpoint. People 
today are more exacting, more critical 
and demand a better and higher type 
of service in any line of business than 
has ever been given before. 

The fact that certain services satis- 
fied people ten years ago is not con- 
clusive evidence that the same services 
will satisfy them today. In view of 
this situation it is impossible to state 
with any degree of certainty the type 
of service which can be held up as a 
measuring stick for satisfactory bank- 
ing 


bs 


‘he successful future of the banking 
business rests squarely upon our ability 
to keep abreast of the changing times. 

Before mentioning some of the ways 
in which banks can meet the needs of 
today’s discriminating public, I will 
review a few of the changes which 
have recently taken place in_ the 
operation of most banks. 

There is a growing tendency among 
banks throughout the country to work 
toward a planned economy, in regard 
to both man power and methods. Not 
only have systems and practices been 
carefully overhauled and put on an 
efficient basis, but the public now 
pays, and willingly, for a great many 
services which before were so cheaply 
regarded that they were given away 
free. The service charges which so 
many banks touched with trepidation 
really have made the public more con- 
scious of the almost indispensable 
services which their bank furnished. 
We now have check book charges, 
charges for cashier’s checks, and of 
course the stipulated charges for out- 
of-pocket expenses. In other words, 
unnécessary work has been cut out, 
the work which must be done is being 
done on a more efficient basis, and a 
charge is made to the consumer for 
extra services which are helpful to 
him. All in all, this is a pretty radical 
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VW hat Does the Public 
Want trom Banks? 


By 
RAY A. ILG* 


Vice-president, The National Shawmut Bank of Boston, 
Boston, Massachusetts 


*Author of Public Relations for Banks, published by Harper & Brothers, New York. 


The future of banking rests squarely on its 
ability to keep abreast of changing times, 
says the author... The public today is more 
exacting, and it demands a better service 








AN AGE OF NEW DEMANDS 


‘‘Whether we like it or not, we are in an age of new demands. The 





public has become infinitely more financial-minded and more bank- 
conscious than in the last two decades. Old competitors have come 
alive with greater activity. New competitors have sprung up, some of 
them with the support of the government. In an age of bank restrictions, 
the competitors of banks continue to multiply and the public is increas- 
ingly educated in the benefits of financial service. It appears that if our 
banks are to continue to be the financial bulwark of their communities, 
we must make them increasingly serviceable as well as sound. We shall 
have to devise ways and means of broadening their services in a way that 
will appeal to and serve the modern generation, and to do this, of course, 
within the limits of sound banking.”’ 

ORVAL W. ADAMS, President, 








American Bankers Association 














change from the easy-going way of 
yesterday. 


HE second great change is in the 

types of services for customers and 
the manner in which they are presented 
to the public. We are still in an experi- 
mental stage, as far as this second 
change is concerned, but we are learn- 
ing every day. Banks are interested 
in what the public wants of them, and 
this is a most encouraging sign. The 
American Bankers Association has 
recognized the existence of this prob- 


lem, and last year created the Research 
Council. Its functions are to co- 
ordinate the several researches being 
conducted by different units of the 
organization, expand this type of 
work, and foster the distribution and 
utilization of the resulting study, both 
within the banking profession and 
among those outside the field who are 
interested in obtaining authoritative 
information about the many phases 
of banking. 

Research is the key to the pros- 
perity, or, we might almost say, the 




















existence of our banking system. If 
we do not amply serve the wholesome 
needs of the public, some other agency 
will. Every minute devoted to the 
study of ways and means to improve 
our service, to mold soundly our 
policies of operations to changing 
conditions, is well spent. 


ONE hurdle that throws so many 

out of the race is tradition, that old 
bugaboo “‘we haven’t done it before.” 
Conservatism, of course, is desirable 
and necessary in almost all phases of 
banking, but certainly it should not 
be invoked to the extent of stifling 
new ideas which have for their purpose 
the rendering of banking service in 
keeping with existing conditions. We 
must realize that times have changed. 
New demands are made upon banks 
by the public. New standards must 
be set up because the consumer of 
today is thinking in terms of better 
value for his money. Banks must not 
only be sound, they must also be 
serviceable. 

There are at present in process or 
under consideration of the American 
Bankers Association some twenty pieces 
of research to be completed during the 
year 1938, aiming to lay down a 
factual basis which would be useful 
to bankers in their practical operating 
problems and also of value in creating 
sounder public information and view- 
points in regard to banking. 
Naturally, I cannot foresee all the 
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Author I/g is a thoroughgoing student of public relations 


things that research would bring as 
added improvements to our banking 
system. Research deals with the 
unknown and the results of research 
are usually not apparent until com- 
pleted. I do not know that research 
will bring into being the kind of 
banking that people really like. We 
are finding that it is possible to keep 
banking just as sound as it ever has 
been, or even more so, and still have 
the people like it. Research forces us 
to look at our business from the view- 
point of what the average citizen 
expects from his bank. 

Research in commercial banks has 
produced such things as the register 
check, personal loan department, con- 
struction mortgage services, the auto- 
matic teller, bookkeeping machines, 
modern banking rooms, drop deposits, 
merchandising and marketing help for 
manufacturers, wider credit service 
for customers, and many other services 
which are valuable to our customers. 

Banking has suffered in the eyes of 
the people because it is a big business. 
True enough, it has suffered for other 
reasons also, but mainly because it is 
symbolic of all that is big in business. 

What does the average person think 
when he walks by the imposing en- 
trance of a large bank? Does he feel 
that if he went in with his small 
problems he would receive a cordial 
reception, an interested hearing? If 
that is what he believes, then the bank 
in question does not have a great 





problem of public relations. If, how- 
ever, that person when passing the 
bank feels that there is the head- 
quarters of the “holier than thou’ — 
the men who have lost “‘yes” from their 
vocabulary —the men who, in his eyes, 
represent all that is overpowering, 
stifling and unfair in business —if that 
is the case, then there is a real public 
relations problem. What are the 
forces at work to overcome this feeling 
where it exists? 


ECESSITY of earning income has 

interested many banks in fields of 
endeavor heretofore untouched. Fortu- 
nately for the public relations problem, 
most of these fields have to do with 
Mr. Average Public. By that I mean 
small amortized mortgages, small per- 
sonal loans with monthly payments, 
the financing of household equipment 
and automobiles, construction mort- 
gages, all services which help the 
average man find his place in the sun, 
help him to enjoy the finer things of 
life. To him the bank is reaching 
forth and extending opportunity. All 
these services are helpful to the 
average citizen and he begins to think 
of banks as something made for him 
as well as for the corporation that 
borrows a million dollars. 

The exhibits with this article are 
typical of the advertising which appeals 
to the average man, which brings the 
bank down off that high plane where 
it becomes a tangible, usable public 
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service. This does not mean that 
credits have been loosened up or that 
the bank is freer with its money, 
because, as a matter of fact, the loss 
ratio on this type of business has been 
very low. It simply means that the 
banks have gone where the business 
is, and they have also gone where the 
control of public opinion rests. 


N the case of our own institution, it 

was not so many years ago that the 
thought of a personal loan ad in the 
classified pages of newspapers would 
have seemed injurious to the dignity 
of the bank. Today we know from 
actual reactions that the general 
public appreciates the fact that we 
are in business to help the small man 
as well as the large. They are becom- 
ing educated to the fact that the bank 
has a real homey, down-to-earth place 
in their existence; that it is not an 
institution founded only to serve those 
who have. It is slowly sinking in to 
public consciousness that banks are 
here to serve our great mass of citizens 
in their everyday life. 

The other day I discussed this very 
subject with an executive of one of 
the large corporations here in Boston. 
He said: “I don’t believe that you 
really have all these things for the 
average man. My conception of a 
great commercial bank is that your 
business is solely the loaning of funds 
to large corporations.” My most 
convincing argument was to lay before 





THE BURROUGHS CLEARING HOUSE—August, 1938 


him folders describing our different 
services which apply to the general 
public. The number of them surprised 
even me. A few of these folders are 
shown in the exhibit below. 

To make my point with him, I 
cited the case of an imaginary but 
possible young man. This young 
man can come in to our savings depart- 
ment, where we will help him to save 
money and to keep it safely. Then, as 
he has accumulated ample funds he is 
in a position to open up a checking 
account with us. True enough, he 
would have to pay service charges for 
the use of this checking account 
because he could not keep large bal- 
ances —but it is worth it to him. It 
establishes him as a man capable of 
paying by check. 

Next, when he has saved enough 
money so that he desires to buy a 
home, we make him a construction 
loan, and when the house is completed 
we take a twenty-year amortized 
mortgage, so that he can, slowly but 
surely, build up his equity in the house 
so that in time it is completely his. 
When he wishes to buy an electric 
refrigerator, an oil burner, we finance 
the purchase of that for him. Then, 
of course, he needs an automobile and 
we finance that through our Time 
Sales Department. Then, as to all of 
us, there comes a time when his wife 
is sick and the bills run up, so we make 
him a personal loan of $300, which 
takes him out of a bad hole and sets 


him on the road to financial recovery, 
because we have shown him how to 
plan his budget. 

When he goes on a vacation, we sell 
him $200 worth of traveler’s checks to 
protect his funds. When he has an 
opportunity to make a shift in business 
and go into a new company, our credit 
officers discuss the situation with him 
and give him very sound advice as to 
the financial possibilities of the com- 
pany with which he is about to 
affiliate himself. 

When he has purchased enough life 
insurance to establish an estate, he 
can come into our trust department 
and there we will establish his trust 
for him, which gives him that grand 
feeling of security, knowing that his 
plans for his family will be safely 
carried out should he not be here to 
do it himself. 


F course, this was just a mythical 

man —but the case is practical and 
possible. So it is not far wrong to 
say that the commercial bank of today 
is necessary to the average man. If 
he doesn’t use it, that’s his own fault 
or ours for not telling him how to use 
it. If we, in our advertising, publicity 
and contacts with the public, can give 
him this picture and show him that 
we are honestly interested in all his 
problems and that banks have molded 
their policies so as to be helpful, then I 
think that we are giving the public 
what they want from their banks. 


This exhibit shows advertising prepared to appeal to the average man and to offer him tangible, usable bank services. 
Banks have gone where the business is and have also gone where the control of public opinion rests 








C Bring Nour L oan Problems to 


THE NATIONAL 


f tale: Bank 





loans; $1 
90 to $10 
00 or 
more 


Turn This 




















A 


MORE 
PROFITS 

















“We’ Vi hav 
something ab 


out 





you NEE 














p T° ponRnow i 


MONEY 


eat 
quis FOLDER TELLS YO 
























YOU Another ceiling ruined because repairs and H 
FO of a leaky roof! More bills for low-cost F, 
emergency plumbing repairs or made under 
for patching up a worn out heat- National Ha 
ing system! No wonder thou are on conve 
through sands of people are saying that to three yea 
sHAWwMUT they can’t afford to wait any Payment. Aj 
5 longer for needed home modern- fice or any 
SERV ic E tation and improvements. or inquire qd a Aaporrtoe at 
Money is promptly available at dealer, thro ost 
‘ this bank for all types of home mut service 5 
Call oF write for our new folder: “t 
F. Wi. A. "Anmwers to Your Questions About F.H THE? ABonar 
Cink _ 








ring Your 
3 Shawmut Bank 


ee 














August, 19383—-THE BURROUGHS CLEARING HOUSE 


WHO GOES ? 


In attendance this year were 26 bank presidents, 80 vice-presidents, 7 comptrollers, 
19 bank examiners, 8 branch managers, | trust administrator, 1 commissioner of 


banking, and 1 deputy superintendent of banks 


The GRADUATE SCHOOL 


The Graduate School of Banking recently completed its 
fourth successful resident term. Its students are mostly 
bank officers and just under half are college graduates 


HESE are times when the un- 
expected has been happening, 
and when new ideas and new 
situations have been developing all too 
fast. We have come into a period of 
change. We came into it, in fact, some 
years ago. 

No sooner had this become apparent 
to thoughtful bank officers than there 
came a wish among them for a means 
for further study, for a place to go for 
a new look at economics and at the 
uprising problems of business and of 
banking. Bank officers already had 
begun to feel the weight of these 
problems in their daily work, and had 
already experienced a desire to find 
some of the answers that had not yet 
been recorded in the books. 

So in June of 1935, you remember, 
the Graduate School of Banking held 
its first resident term. It was an out- 
growth, logically enough, of the highly 





By 
FRED B. BARTON 


successful American Institute of Bank- 
ing —that quiet-working but eminently 
efficient organization which last year 
gave instruction to 43,000 A. I. B. 
students. Like the A.I.B., this school 
is sponsored by the American Bankers 
Association. Unlike the A. I. B., it is 
limited to officers of banks. 

Dr. Harold Stonier, with eleven 
years in the A. I. B. behind him, 
developed the course and is its Direc- 
tor. Richard W. Hill, another famous 
A. I. B. personage, is Registrar. Other 
members of the American Bankers 
Association contribute their specialized 
training and their broad acquaintance- 
ship as needed. 











The Graduate School of Banking has 
just completed its fourth successful 
resident term. Unless you who read 
this issue of The Burroughs Clearing 
House have actually attended the 
school, you would hardly believe a 
school could be so strenuous. This is 
not a convention, this is work! You’re 
up at 7 and inside the breakfast hall 
before 8:15 or the doors are locked. 
First classes start at 9 and last till 
noon. Lunch; then afternoon sessions 
until 4 or 5; then a shower or swim or ° 
a game of handball or a hand at cards, 
and an early supper. Then more 
talks till 9:30 or 10. And tomorrow 
comes too soon. 

**These students put in more hours, 
during these two-week periods for 
three years, than a man does in earning 
his Master of Arts degree,” one of the 
instructors told me. “In addition they 
write a thesis, do extension work at 


































































































LIFE AT THE RESIDENT 
SCHOOL 


Life at the Graduate School is informal 
yet intensive, as the above views indicate 
From top to bottom, the scenes include: 
An earnest classroom session; an im- 
promptu group talking over a class 
problem; front of Rutgers gymnasium, 
general headquarters: interior of the 
gymnasium, which served as classroom, 
dining room, and meeting hall at night 











home, pass a stiff oral examination, 
and are graded more severely than in 
any college I am familiar with. I am 
amazed at the earnestness and applica- 
tion shown by these bankers.” 

So at Rutgers University — the school 
where Joyce Kilmer wrote the poem 
“Trees” —the G. S. B. class of 1940 
with 278 pupils joined the class of 
1939 with 197 pupils and the 148 men 
in this year’s graduating class of 1938 
for a fortnight of study which ended 
July 2nd. 

Why Rutgers? Many a banker has 
asked that question. Wouldn’t a 
school in a mid-western state be more 
handy than this one at New Brunswick, 
New Jersey? Or at least couldn’t the 
Graduate School of Banking be run 
in two parts—one on the east coast 
and another on the west? 

Rutgers was selected after weeks of 
comparison of many universities and 
colleges. Its location is halfway 
between Philadelphia and New York. 
It can be reached by 75 per cent of all 
the bank officers in the country within 
twenty-four hours. It is accessible yet 
secluded. It has a modern and sizable 
plant. And Rutgers has had some 
very helpful experience in the field of 
adult education. 


T! 11S year 63 applicants had to be re- 

fused admission. What might hap- 
pen if a large share of the country’s 
58,000 bank officers demanded the 
privilege of attending is something 
that Director Harold Stonier doesn’t 
let himself think about. Here is no 
effort toward mass production. There 
has been no high-pressure salesmanship 
to bring in students. 

The 623 students making up the 
first, second and third year classes of 
this recent term represent all types. 
Here are 26 bank presidents, 80 vice- 
presidents, 7 comptrollers, 19 bank 
examiners, 8 branch managers, 1 trust 
administrator and even 1 commissioner 
of banking and 1 deputy superin- 
tendent of banks. And so on. 
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About half, 285 to be exact, are 
college graduates, and 235 are gradu- 
ates of the American Institute of 
Banking. These men range from 26 
to 65 years of age, with an average of 
391% years. They have been bank 
officers an average of 8 years, with 
perhaps a dozen years in some minor 
bank post before they earned that 
promotion. 

Few speakers are privileged to 
appear before this important audience. 
The Graduate School of Banking 
prides itself on its faculty, a group of 
men who have been carefully selected, 
not only for their knowledge in their 
special fields but for their experience 
and ability in professional education. 
Here are men who can explain a big 
subject simply; men who can get 
right to the heart of a subject without 
wasting time. 

Because today all business is de- 
pendent upon economics, and eco- 
nomics seems to be wrapped up in 
politics and government, considerable 
time is given to discussions of what 
may conceivably happen next. A sur- 
prise speaker at this year’s resident 
session was Dr. Everett Dean Martin, 
who for more than ten years selected 
all the speakers and organized the 
courses in social philosophy at Cooper 
Union, that historic hall in New York 
where Lincoln made his famous “‘house 
divided against itself’ speech. 

Dr. Martin went back to Plato and 
Aristotle and worked his way down 
through John Locke and Milton and 
Rousseau and Voltaire to show what 
people have been thinking through all 
these centuries, and what has come 
of it. He was able to show that there 
is some sort of pattern in the world 
after all. His talks sound heavy in 
the explaining, but 600 seat-calloused 
men who were not obliged to attend sat 
through three long evening lectures 
by Dr. Martin and cheered him at the 
end. Dr. Martin is not an alarmist; 
he is, however, a realist. He sees cer- 
tain dangerous trends in our national 


A total of 623 students, making up the first, second, and 
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life but says we have not yet burned 
our bridges back of us. He does not 
look for inflation, but does see a stern 
possibility of a dictatorship. 

Colonel Leonard P. Ayres, vice- 
president of the Cleveland Trust 
Company, appeared in person and 
humanized the type of information 
that all bankers have come to look for 
under his name in the daily news- 
papers. 

Another evening speaker of note 
was Professor Harry W. Hepner of 
Syracuse University, who formerly 
handled personnel research for several 
large businesses and is the author of 
several books. Hepner gave the 600 
students some practical information 
about psychology in its relation to 
banking. 

In the classrooms meanwhile men 
who have established themselves as 
figures in the banking world co- 
operated to impart the fine points of 
banking in two weeks of thirteen-hour 
days. Any arbitrary mention of a few 
courses is obviously unfair to the 
others of the thirty-one faithful and 
hard-working members of the faculty. 
But four or five names will suggest the 
scope of the courses. 


OR instance, Kenneth C. Bell, 

second vice-president of the Chase 
National Bank, pioneered here a 
course in bank insurance such as has 
never been taught in any school or 
college. Life insurance has_ been 
taught, but insurance against burglary 
and robbery and the selection of surety 
bonds has remained distant and mys- 
terious. This was the first attempt 
to co-ordinate all the information a 
banker might need and put it in such 
shape as can be taught. 

Another phase of banking, training 
inside the bank, aside from lessons 
inspired by the A. I. B., has been 
indefinite and spasmodic. William 
Powers, himself an A. I. B. graduate 
and a 1937 graduate of the G. S. B., 
conducted a course in personnel train- 
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These 18 members of the faculty of 31 give proof to the high caliber of instruction at the 


Graduate School. Front row, left to right: O. Howard Wolfe, cashier, Philadelphia National 
Bank; John J. Driscoll, Jr., Driscoll, Millet and Company, Philadelphia; George P. Barse, 
general counsel for the Comptroller of the Currency; William Irwin, assistant director of 
the Graduate School of Banking; Dr. Eugene E. Aggar, head of the Economics Department 
of Rutgers University; Dr. Harold Stonier, director of the Graduate School, educational 
director of the American Institute of Banking and executive manager of the American 
Bankers Association; Richard W. Hill, registrar of the Graduate School and secretary of the 
American Bankers Association; Willard E. Atkins, professor of Economics at New York 
University; Walter Elder, Extension Division of Rutgers University; Paul Decker, vice- 
president of the American National Bank of Chicago; Albert S. Keister, University of Chicago. 
Rear row, left to right; David C. Barry, vice-president, Lincoln-Alliance Bank and Trust 
Company, Rochester, N. Y.; Montfort Jones, professor of Finance, University of Pittsburgh; 
Dr. Everett Dean Martin, professor of Social Psychology, Claremont Colleges, Pomona, 
California; M. J. Brines, assistant professor of Psychology at Rutgers University; H. A. Lyon, 
Lyon and Sturges, New York City; George F. Luthringer, assistant professor of Economics 
at Princeton University; A. Anton Friedrich, New York University 


ing, which is his department at the 
National Bank of Detroit. Individual 
bank training inside the shop, and the 
frank answering of all questions, is an 
important job today, he showed. Why 
does your bank do one type of business 
and not another? Where does a bank 
make its money, and how? Mr. 
Powers suggests giving this sort of 
information to your bank’s employees, 
so that outside the bank in social 
contacts they can explain away preju- 
dice and refute misinformation. Powers 
has held 550 staff meetings in his 
bank in one year, numbering from 
5 to 50 people. One meeting brought 
forth 30 suggestions, 8 of which the 
surprised management gratefully put 
into operation. 

The high spot in Commercial Bank- 
ing VI, for seniors, was the course of 
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lectures on the Federal Reserve Sys- 
tem and the money market, given by 
W. Randolph Burgess, vice-president 
of the Federal Reserve Bank of New 
York. Mr. Burgess is manager of the 
Reserve System Open Market Ac- 
count. He also finds time to be a 
trustee of Brown University and of 
Teachers College in Columbia Uni- 
versity and of the Academy of Political 
Science. 

Austin W. Scott of the Law School 
of Harvard University conducted a 
notable course in the law of trusts, a 
subject in which his statements are 
now cited by the courts as final 
authority. 

Gilbert T. Stephenson, a director of , 
the Equitable Trust Company of 
Wilmington, Delaware, and author of 
several books on legal and (See page 26) 


third year classes were in attendance at the 1938 resident term of the Graduate School of Banking 
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lnstallment Loan 
OLLECTION PoLicy 


LTHOUGH our more than twenty 
A searsotinstaliniest inanceerpars 
ence indicates that 80 per cent 
or more of the loans pay off with auto- 
matic regularity and thus need almost 
no supervision, a firm collection policy 
is absolutely essential to profitable 
operation of the business. This does 
not mean that a bank must adopt a 
‘“*hard-boiled” or inflexible collection 
policy, but rather that it should be 
continually on the alert to catch loans 
before they become more than slightly 
overdue. A delinquency of even a few 
days is a signal of danger ahead, and 
if the signal is not heeded, losses are 
bound to follow. 

Of course, the best way to stop 
delinquencies is when the loan is 
approved. No banker knowingly makes 
a loan, installment or otherwise, if 
he doubts the borrower’s ability to 
repay it. But unfortunately we can’t 
be infallible and delinquencies are 
bound to crop out. One of the 
essentials of keeping these at a mini- 
mum in the case of installment con- 
tracts is to see to it that original 
terms are made to fit the borrower’s 
capacity to pay. It is better to make 
an eighteen-month loan calling for 
payments of $25 a month, if the 
borrower is surely able to pay that 
much, than to shorten the loan to 
twelve months with payments of 
$37.50, if there is doubt of his ability 
to manage the latter sum. I bring 
this out because it often happens that 
when a loan becomes delinquent, the 
delinquency is directly traceable either 
to the fact that capacity to pay was 
misjudged when the loan was made or 
to a change in capacity to pay subse- 
quent to the making of the loan. 
Kither way the loan on its original 
terms cannot be met and it must be 
adjusted to fit the borrower’s circum- 
stances. This may mean that an 
original eighteen-month loan has to 
be adjusted to twenty-four months. 
It may even mean that the loan is 
put on terms, which, had they been 
indicated in the original application, 


Follow-up notices on delinquen- 
cies, prepared at one writing on 
carbonized fanfold forms 


By 
BERKLEY NEUSTADT 


Vice-President, The Anglo California National Bank of San Francisco, 
San Francisco, California 


The author’s prescription...a system of 
persistent follow-ups instead of a hard- 
boiled attitude that incurs ill-will... 
keeps delinquencies at a healthy minimum 











Payment Past Bue! 
Your contract provides that payments must be in 
DUE DATE 
our office on the dates they fall due. To avoid 
AMOUNT. 





penalty, please send payment by return mail. 


"" Costly Delay! 































Your failure to respond to previous notice makes 
DUE DATE : . . 

it necessary to charge a penalty on this delinquent 
AMOUNT. installment. Additional charges will be made, 
INTEREST. unless your remittance is received immediately. 
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This installment on your contract is now long t 
DUE DATE. past due. We will be forced to place this account 
pera in the hands of a collector at your expense ~ 
unless paid immediately. Prompt payment now 
INTEREST will save expense and possible repossession. 
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Possible Repossession! 


Your customer, whose name appears below, is now delin- 
DUE DATE quent in the payments on his contract. Your cooperation 
in effecting collection of this account may avoid a repos- 
session. Any information you can supply which will assist 
us in collecting this item will be greatly appreciated. 
THE ANGLO CALIFORNIA NATIONAL BANK 
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Automobile loans are handled in this section of The Anglo California National Bank’s installment loan department 


would have caused us to turn the loan 
down. Naturally, this is not pleasant, 
but having made the loan in the first 
place, we are obligated in a measure 
to make it pay out without repossession 
of the collateral, if it is in any way 
possible. 

Indeed, whenever we can, we bend 
over backwards not to repossess the 
chattel behind the loan. Thus back 
in 1936-37 there was a long drawn out 
waterfront strike here in San Francisco 
and several thousand longshoremen 
were out of work over a period of 





Mr. Neustadt, facing camera, is discuss- 
ing an auto loan with an assistant 


several months. These workmen are 
good credit risks and we had a sub- 
stantial number of contracts with them 
covering their automobiles, but as the 
strike dragged on it was impossible 
for them to keep up their payments. 
Repossession was, of course, our legal 
right, but we disliked to resort to that. 
Hence we called in the secretary of 
the longshoremen’s union and dis- 
cussed the situation with him. He 
gave us his word that, if we would 
play ball with the longshoremen, he 
would see to it that they played ball 
with us. With this assurance we 
adjusted the contracts on the basis 
that once the strike was over, the 
longshoremen borrowers would in- 
crease their regular monthly payments 
so that, in most cases, the loans would 
be liquidated by the time their 
original final maturity dates arrived. 
That this was the right way to handle 
the situation was shown by the fact 
that of 150 loans affected, all but one, 
the maker of which skipped town, 
paid out in accordance with the 
adjusted contract. 

This, of course, was an extreme case, 
but it illustrates a point I want to 
make, which is that when a loan drops 
out of the automatic repayment class 
it is often the result of a marked 
change in the borrower’s personal 
affairs. This means that we must 
recognize the borrower’s position and 
adjust the contract accordingly. Such 
an adjustment, however, must be 
made on a specific rather than on a 
general basis. A “few days,” “a week 
or two”’ or “‘a month or so” extensions 


ultimately mean loss, ill-will and 
general dissatisfaction to everyone 
concerned. Particularly are general 
extensions wrong in the case of 
guaranteed or co-maker loans, because 
the bank in making them involves 
others. It is bad enough when the 
bank’s interest alone is at stake, but 
when the interests of guarantors are 
also jeopardized, the indefinite exten- 
sion becomes unpardonable. The defi- 
nite extension has nothing whatever 
to do with leniency, or the lack of it; 
it simply means that an agreement is 
nailed down to a specific date and no 
reasonable borrower can object to that. 


[IN a general way the procedure of 

working out installment loans, if they 
become delinquent, is identical to the 
procedure bankers have always fol- 


lowed in working out commercial 
loans. If a loan to a manufacturer 
gets out of hand, there is a reorganiza- 
tion or a creditors’ committee, or 
some other device resulting in a 
readjustment. In the case of install- 
ment loans, there is also a reorganiza- 
tion and a readjustment. The dif- 
ference between the commercial loan 
and the installment loan treatment is 
only one of degree, plus the fact that 
in the case of the former the banker 
deals with a financial sophisticate 
while in the case of the latter he 
probably has a financial innocent on 
his hands. 

The last difference means that the 
banker must be more patient in deal- 
ing with the installment borrower and 
it also makes a collection (See page 35) 





18 





Constable of the Royal Canadian Mounted 
Police stands guard 
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Bank Or Canapa 


Occupres New Home 


Central bank staff moves into $1,100,000 
headquarters at Ottawa, which houses the 
executive and local offices and also is 
the storehouse for Canada’s gold reserve 


By 
JAMES MONTAGNES 


OVERNOR Graham Ford Towers 
(; and a staff of 300 now occupy 

the new $1,100,000 home of the 
Bank of Canada at Ottawa. The build- 
ing is situated on Wellington Street, 
Ottawa’s main thoroughfare, not far 
from the Parliament Buildings and the 
United States legation. It was com- 



































pleted about nine months after the lay- 
ing of thecornerstone by Prime Minister 
Mackenzie King on August 10, 1937. 

This Bank of Canada headquarters 
serves two purposes. It contains the 
executive and local offices of the bank, 
and is also the storehouse for Canada’s 
gold reserves. The five stories above 
street level comprise the banking room 
and offices, while two basement floors 
excavated through solid rock contain 
the modern vaults. Exterior walls are of 
Quebec granite reinforced with brick. 

The Wellington Street front of the 
building is set back by the width 
of a fifteen-foot terrace. The main 
facade rises above the terrace with a 
plain base unrelieved except for a 
simple entrance. Above the base is a 
three-storied simplified fluted pilaster 
treatment seven windows wide, sur- 
mounted by a single story in the center 
of which is carved the Canadian 
Coat-of-Arms, over eleven feet high. 
Between the third floor windows are 
seven green bronze figures represent- 
ing the seven major Canadian indus- 
tries, executed by Canadian Sculptress 
Jacobine Jones. 

The front entrance doors are of cast 
green bronze, embellished with replicas 
of six Greek coins. Entrance to the 
executive offices is on Wellington Street 
through a lobby designed in a modern 
treatment of Greek classic architecture. 

The rear of the building faces 


Modern simplicity minus meaning- 
less ornamentation marks this im- 
pressive facade of the Bank of 
Canada’s new five-story building 
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Sparks Street, and here a grass plot 
fifty-eight feet deep gives space for 
future expansion. The Sparks Street 
side gives entrance through cast green 
bronze doors to the Ottawa Agency. 
This contains the banking room, 
finished in Italian marble including 
tellers’ counters, wicket borders and 
check desks. Concealed trough light- 
ing is used. The banking room is 
primarily for the use of messengers 
and officials from Ottawa branch 
banks, since the Bank of Canada is a 
central bank and is not used by the 
general public. 


"THE elevators were planned with four 

shafts in the center of the build- 
ing, two serving the executive offices 
and board room from the Wellington 
Street main lobby, and two staff 
elevators entered from the banking 
room off Sparks Street. This design 
allowed elevator, ventilating and air- 
conditioning machinery to be located 
in a central roof penthouse. 

The executive quarters are located 
on the third and fourth floors. On the 
third floor is a board room and ante- 
room, both paneled in cherry, painted 
bone white, of Georgian design. The 
floors are fully carpeted with cocoa 
brown broadloom. Furniture is of 
cuban mahogany. A reception room 
on the fourth floor is finished in oak 
paneling and marble elevator door 
trim. The executive offices are finished 
similarly to the board room. Lighting 
is indirect. 

The balance of the building is 
occupied by the general staff and has 


Main banking room, left, showing tellers’ wickets and entrance to storage vaults; at the right is a view of the 
reception room to the executive offices on the fourth floor 







Rich dignity characterizes attractively paneled board room on third floor 


light colored plaster walls, linoleum 
covered floors, wood doors, steel trim, 
and acoustically treated wall and ceil- 
ing materials wherever needed. 

The building has been designed so 
that the various departments handling 
finances are self-contained. The two 
largest divisions are the currency 
division in charge of the vaults, 
handling bullion, coins and bank notes; 
and the public debt division handling 
bonds and coupons. The currency 
division operates from the ground 
floor down, the vaults being in the 
basement and sub-basement, while the 
public debt division oecupies the 
second and part of the third floor. 

By a system of sliding and swinging 


grilles, the transfer. of valuables to 
either of these departments or to the 
special truck space or bullion yard 
may be carried out within completely 
protected lines. The bullion yard was 
built into the west side of the building 
close to the vault elevators so that 
trucks may be driven right into the 
building and unloaded behind closed 
doors which are electrically operated. 

Besides the public debt department 
and the board room, the third floor 
contains the auditing and accounting 
departments. On the fourth floor in 
addition to the executive offices is the 
research department. The fifth floor 
houses the assembly room, research 
library and archives. 
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Dauarector (QLUTCHBILL 


Accepts a Challenge 


HEN the summer outing of the By 

state bankers’ association con- 

vened one evening in July it was 
noticed a new art motif had blossomed. FRED COPELAND 
Twenty of the 100 delegates wore blue 
ribbons around their right coat sleeves. 
The ribbons marked the delegates of , 

; Til by ld Fluck 

those banks which had opened 100 a basses 
per cent the first morning after the 
Great American Banking Holiday of 


= It all started over an argument whether 
At the appointed time the toast- . the Ferndale National or Bushglen Trust 

master, licking his chops and preening d ’ h RB ki H lj 

his whiskers, rose, took a drink of ida ° 

cain senate’ through the usual eee first after the ome ing Oo Ys 


opening and then said, without the the ending was quite a surprise to all 
slightest idea of what he was touch- ‘ ; ; 
ing off except possibly the wily Mr. Clutchbill 

“It would be interesting, gentlemen, 
to know exactly which one of these 
twenty blue-ribbon banks actually 
opened first on that morning in March, 
1933. I presume all opened on the dot 
of nine, so no one will ever know.” 

“I can tell em!’ yelled a black-eyed 
member leaping to his feet. “It was 
my bank! The old Bushglen Trust! 
I forgot to wind my watch the night 
before. When I looked at it in the 
morning it said ten to nine. I rushed 
to the bank and opened. A little 
later I heard the town clock strike 
eight. By accident I had opened an 
hour early!’ Mr. Alexandre Graspe sat 
down, nodding firmly to right and left. 

“I hate to dispel the hopes of my 
distinguished co-worker,’ announced 
Director Clutchbill of the Ferndale 
National, getting instantly to his feet, 
“but I distinctly remember being 
restless that last night before we 
opened. I kept turning on the light 
and looking at my watch. At 5 A.M. 
I could stand it no longer. I dressed, 
went to the bank and opened. At 
quarter to six a cattle merchant came 
in and made a deposit. The old 
Ferndale National not only was open 
but doing business before six, so I 
claim first place.” 

“Six o’clock! ! I don’t believe it!’ 
angrily cried Mr. Alexandre Graspe. 

“T ain’t used to having my word 
doubted!” hollered Mr. Clutchbill 
snapping up his goatee. 

“Gentlemen! Gentlemen!’ warned 
the toastmaster, pounding loudly with 
a soup spoon. 


Cashier, The Randolph National Bank, Randolph, Vermont 


“You mean you are suggesting a duel?’’ asked Mr. Clutchbill 
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“If you were a younger man,” said 
Mr. Graspe, paying no attention to 
the toastmaster. 

“Don’t let that hinder yuh for a 
minute, Mr. Graspe.”’ 

“All right! I won’t! You'll hear 
from me later. Six o’clock! Ba! !”’ 

When the meeting broke up late 
that night Mr. Clutchbill took his 
time in leaving. Apparently Mr. 
Alexandre Graspe had forgotten all 
about his grievance. And then, sud- 
denly, three days after Mr. Clutchbill 
had returned to Ferndale two men 
called at the bank. They were dressed 
like ambassadors with black coats and 
striped gray trousers. Moreover, they 
wore mustaches with needle points and 
flat-topped derbies were seated with 
level precision on their heads. 

‘‘We are calling on Meester Clutch- 
bill,’’ one of them said, leveling a dark 
eye at Cashier John Atwood through 
the paying wicket. 

‘“‘What name?” inquired John, look- 
ing keenly for weapons. 

‘“‘We are the brothers to Meester 
Alexandre Graspe of the Bushglen 
Trust Company.” 

John popped his head into the 
directors’ room where Mr. Clutchbill 
was having a short conference with 
Director McTavish. 

“Couple of fellers by name of Graspe 
out here to see you, Mr. Clutchbill,”’ 
John announced. 

““Graspe! Not Graspe of the Bush- 
glen Trust?” 

‘“‘No, a couple of brothers.” 

‘Huh, well, let them come in.” 

John stood aside and motioned. 
Instantly the brothers entered. 

Mr. Clutchbill and Mr. McTavish 
rose and bowed. 

The ambassadors on their part 
bowed even lower. 

“Which ees Meester Clutchbill?” 
asked one of the visitors. 

“I am,”’ replied Director Clutchbill. 

Both visitors bowed again and pre- 
sented cards, then gave further utter- 
ance. 

“We are here to represent our 
brother, Alexandre. Eet ees, I believe, 
your privilege to choose the weapons.” 

‘““Heh? Weapons!’ 

“Of course. We are seconds of our 
brother.” 

“Eh?” Mr. Clutchbill’s eyebrows 
hopped up while Mr. McTavish took 
off his eyeglasses and stared with a 
cool blue eye as only a Scot can stare. 

“You mean you are suggesting a 
duel?” 

“Exactly,” said the spokesman of 
the visitors, nodding and feeling deli- 
cately of a needle-point mustache tip. 

“Dueling in this country and also 
England,” intoned Director McTavish, 
“is against the law.” 

*““Eet ees a matter of honor... not 
law,” stated the spokesman. 

“IT see! Yeah,’ nodded Mr. Clutch- 
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‘“‘Attention!’’ called the director. 
and were awaiting the word 


bill. ‘Will you be one of my seconds, 
McTavish?” 

“Good land!’ said Mr. McTavish in 
a startled voice, “do you realize if 
either man were killed I’d be involved 
in a trial for murder?” 

“If I back out of this duel Graspe 
will noise it around to every bank. 
I’d never be able to hold up my head 
at a bankers’ meeting again. Eh, 
won’t you be my second, McTavish?” 
asked Mr. Clutchbill again. 


R. McTavish regarded his old as- 
sociate a long moment and then: 
“Tll stick by you, Clutchbill, and 
what’s more I’ll get my brother down 
from Montreal for your other second. 
He’s been on the Continent a lot and 
practiced in the dueling gallery in 
Paris.” 
Mr. Clutchbill got up and shook 
hands silently with- Mr. McTavish. 
‘“‘Eet ees your privilege to name the 
weapons, Meester Clutchbill,” men- 
tioned one of the brothers politely. 





Both men had cocked their pistols 


“Pistols!” growled Mr. Clutchbill. 

The brothers bowed. 

““My seconds will meet you a week 
from today at, eh, let us say, Owlwing 
Junction, half way between Ferndale 
and Bushglen, to arrange the day, 
hour and place.” 

The brothers bowed twice. Mr. 
Clutchbill and Mr. McTavish bowed 
once as the brothers backed out of 
the room. 

When the door was closed Director 
McTavish turned to Mr. Clutchbill. 
“This is an awful mess. What’s to be 
done, I don’t know. I'll have to get 
Donald down from Montreal. Maybe 
he’ll know a way out. These con- 
founded dueling pistols run .40 caliber. 
One pill can put yuh to sleep.” 

Mr. McTavish’s brother, Dr. Donald 
McTavish, was thrilled upon receiving 
a letter asking him to act as a second 
in a coming duel. Pistol shooting with 
real dueling pistols was his hobby. 
With a crafty eye he chose from his 
collection two cases each (See page 31) 
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The CLEARING HOUSE of PICTURES 














WILLIAM J. KIEFERDORF .. . At its Commencement Exercises this year, 
Santa Clara University conferred the degree of Doctor of Laws on a distinguished 
alumnus, William J. Kieferdorf, vice-president and senior trust officer of Bank of 
America. Dr. Kieferdorf’s banking career began with the Wells Fargo Bank and Union 
Trust Company in 1910, and he joined Bank of America in 1918. He has long been 
prominent in trust activities on the Pacific Coast and in the American Bankers Associ- 


ation. He will preside as general chairman of the Pacific Coast Trust Conference to 
be held October 19-21 at San Francisco. 


J. E. W. STEPHENSON ... Mr. Stephenson will be in charge of the new business 
activity of nearly 600 branches of the Canadian Bank of Commerce, having been 
appointed superintendent of the New Business Department at the bank’s head office at 
Toronto. He comes to his new post from Montreal, where he was manager since 1931 
of the bank’s main office in that city. Mr. Stephenson joined the bank in 1905 at 
Parkhill, Ont., and has served in various capacities throughout Canada as well as in 
Canadian Bank of Commerce branches at Portland, Ore., Mexico City and Rio de 
Janeiro. He succeeds William Hogg who retires on pension after 46 years with the bank 


S. M. WATERS... Mr. Waters, head of the 55-year-old Minneapolis mortgage 
banking firm of M. R. Waters & Sons, Inc., has been nominated president of the Mort- 
gage Bankers Association of America. He will assume office in October at the annual 

WILLIAM J. KIEFERDORF convention in Chicago, when there will be a Silver Anniversary celebration marking 
the 25th year of the association's founding. Mr. Waters joined the association in 1930, 
has served on its Board of Governors since 1933. His entire business career has been 
centered in the real estate loan field. 


WILLIAM MCCHESNEY MARTIN, JR... . Marking a new era in the history of 
Wall Street was the election on June 30 of William McChesney Martin, Jr., 31, son 
of the president of the St. Louis Federal Reserve Bank, as the first paid president of 
the New York Stock Exchange at a salary of $48,000 a year. This culminates a program 
of reorganization in which the president becomes the chief administrative officer and 
the board of governors is dominated by the liberal or reform group. Mr. Martin’s rise 
has been rapid. Asa partner in the St. Louis firm of A. G. Edwards & Sons he became 
a member of the Exchange in 1931, and a Governor in 1935. He was a member of the 


committee which drafted the amendments to the constitution of the Exchange institut- 
ing the new reforms. 


RICHARD H. STOUT .. . For the newly created position of Field Secretary of 
the Morris Plan Bankers Association, President Ralph Pitman has announced the 
appointment of Richard H. Stout, cashier of the Louisville Morris Plan Bank. Mr. 
Stout assumed his new duties July 1, and his immediate objective will be a management 
survey of the member banks of the association. He is a past president of the Louisville 
Chapter of the American Institute of Banking and was entertainment committee chair- 
man for the recent A. I. B. national convention at Louisville. 


J. E. W. STEPHENSON 





S. M. WATERS WILLIAM McCHESNEY MARTIN, JR. RICHARD H. STOUT 
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Court DeEcIsions.... 


Recovery of bankrupt borrower’s purchases . . . Failure of straw 
y P P 


party device to protect bank... . Officer’s unauthorized offer 
held not binding . . . Bank’s right of foreclosure by assignment 


Recovery of Goods 


Where a bank advances money to a 
borrower for the purchase of certain 
specific goods or equipment, what 
redress has the bank if the borrower 
goes into bankruptcy after acquiring 
the goods or equipment with the bank’s 
money? 

That question was raised in a recent 
Federal case in California where a 
bank had advanced $800 which the 
borrower used to purchase certain 
personal property. As security for the 
loan the buyer gave the bank a trust 
receipt stating that the borrower held 
the goods in trust for the bank. This 
was under the California Uniform 
Trust Receipts Act. 

These goods were in the possession 
of the borrower when he later went 
into bankruptcy, and the bank under- 
took a proceeding to recover the items 
from the jurisdiction of the trustee in 
bankruptcy. 

“Such trust receipts,” pointed out 
the United States Circuit Court of 
Appeals for the Ninth Circuit, ‘‘include 
the long established method of secur- 
ing mercantile loans by a transaction 
in which the lender, having no proper 
title in the goods upon which the lien 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


is to be given and without having 
possession, which remains in the bor- 
rower, lends his money to the borrower 
upon the security of the goods.” 

Upon this interpretation of trust 
receipts the court permitted the bank 
to reclaim these particular goods from 
the jurisdiction of the trustee in 
bankruptcy. 

Only a few states, however, have 
adopted trust receipt laws. Bankers 
in other jurisdictions might well give 
careful thought to this problem. When 
the borrower goes into bankruptcy, 
the money has long since been spent for 
the goods or equipment. By getting 
back the goods the bank might be 
able to realize more from their sale 
than any dividend in the bankruptcy. 
Various devices are available in a 
number of states, such as bailment 
lease, conditional sale agreement or 


chattel mortgage. It’s a subject well 
worth study for banks making loans 
to business men for the purchase of 
business equipment. (Moore vs. Bank 
of America, 96 Federal Reporter, 
Second Series, 239.) 


Bank Employee’s 
Transaction 


Sometimes a bank in order to avoid 
legal liabilities and other involvements, 
has a transaction carried through by 
an employee. This device, however, 
does not always protect the bank, as a 
recent Illinois case shows. 

There a bank foreclosed on a piece 
of real estate but had its cashier take 
title to the realty after the foreclosure. 
Then the cashier and his wife executed 
notes secured by a trust deed of the 
real estate. The bank sold these notes 
and trust deed and received the pro- 
ceeds, none of which went to the 
cashier or his wife. 

Later on the holders of the notes 
and trust deed started foreclosure and 
petitioned the court for a deficiency 
judgment against the bank on the 
ground that the bank was the real 
party in interest and that (See page 37) 
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When you buy or renew your 
property insurance you 
make an important invest- 
ment in protection against 
financial loss from fire, 
windstorm, explosion or 
other hazards. Because your 
policies may be called upon 
to protect you against losses 
amounting to thousands of 
dollars, it is simply good 
business to know what's 
back of your investment. 


Back of every Mill Owners 
Mutual policy is a_ time- 
tested company which, dur- 
ing its 63 years of continu- 
ous service, has protected 
hundreds of thousands of 
policyholders. It insures 
only select risks—which are 
widely distributed through- 
out the United States and 
Canada. It provides intelli- 
gent fire prevention service 
to help reduce the danger of 
loss. It maintains strong re- 
insurance facilities. Its re- 
serves and surplus are suffi- 
cient to pay twice its average 
annual losses. 

And for 53 years the Mill 
Owners Mutual has annually 
returned savings of 20% or 
more* to its pokicyholders. 

So—before you invest in 
property insurance, investi- 
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BOOKLETS for BANKS 








Booklets listed below are all published by nationally-known institutions 
and are offered without charge or obligation to bank officers. Address 
your requests, on the bank’s letterhead, to The Editor, The Burroughs 
Clearing House, Second Blvd. and Burroughs Ave., Detroit, Michigan 


New Booklets 


LETTERS OF A BUSINESS MAN TO HIS 
SON .. . Since 1937 the American National 
Bank and Trust Company of Chicago has 


been running a series of advertisements under 


this title that have attracted wide attention. 
They comprise an outstanding example of 


| how bank copy can be humanized, banking 


functions discussed in understandable terms 
to the layman, and public appreciation of 
banking service stimulated. In response to 
the constant demand for extra copies, the 
bank has reprinted the complete series of 
forty-eight advertisements in booklet form. 
A previous booklet containing the first seven- 
teen advertisements had wide distribution. 


THE SIGNIFICANCE OF MANAGE- 
MENT .. . A symposium in which fifty of 
the country’s outstanding business executives 
briefly define their personal views as to the 
enlarged responsibilities and opportunities of 
management today. Representing the dis- 
tilled essence of years of business experience, 
this booklet contains many thoughts and 
ideas that can well be translated in terms of 
bank management. 


WHAT THE RAILROADS WANT... 
Because railroads constitute one of our 
major economic problems today, this pocket- 
sized booklet should be of major interest to 
bankers, insurance companies and individual 
investors alike. It states concisely the rail- 
roads’ point of view concerning rates, sub- 
sidies, loans, consolidations, labor legislation, 
taxes, and other vital matters affecting their 
earning capacity. 


VACATION TRIPS IN AMERICA ...A 
well-illustrated 50-page booklet which con- 
tains a wealth of information about travel 
on this continent. Gives complete itineraries 
of tours and cruises ranging geographically 
from Canada to Mexico and from Bermuda 
to Hawaii, extending from a week-end to a 
number of weeks. Dates and costs are also 
included in this compact travel directory. 
Will aid vacation-minded bankers, also enable 
them to give valuable data to bank patrons. 


SAFE DEPOSIT LIABILITY .. . Legal 
decisions that will interest banks maintaining 
safe deposit departments. A leading insur- 
ance company presents instances of claims 
against banks occasioned by carelessness of 
attendants, lack of knowledge, etc. 


PROPERTY INSURANCE DIGEST... 
A 16-page booklet which explains the more 
important forms of property insurance such 
as fire, windstorm, hail, explosion, riot, rent 
and rental value, leasehold, business interrup- 
tion, water damage, demolition, etc. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS .. . An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? ... 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, 
or a responsible older man who hasn’t found 
his right place in life. 
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SMALL HOME PLAN ...A timely, adapta- 
Your local Mill Owners Mu- 


WU 


Booklets Still Available 


wit 





ent 


TMA 





tual Agent is well qualified 
to give you full details. 


“Present Rate of Dividend, 25% 
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A NEW PLAN OF LIFE .. . Wherein is 


| outlined a long-term plan of accumulation to 


provide living protection. The booklet 
describes an investment contract designed to 
enable the average person earning a regular 
income to set aside a definite amount periodi- 


cally, not as a passing episode, but as a 
manner of living. 


FIGURES THAT TELL THE STORY... 
How substantial savings in mailing expense 


ble plan for promoting the construction of 
low-priced homes, through co-ordinating 
isolated activities into a united local pro- 
gram. The plan presents a definite six-point 
campaign for informing the public how much 
their housing dollars will buy, and the liberal 
financing terms available. 


WHY PEOPLE LIKE CONCRETE 
HOMES .. . The real estate or mortgage 
departments of every bank should have a 
copy of this informative booklet, which 
describes advantages of concrete home con- 


have been effected by banks and other 
organizations is graphically illustrated with 
actual cases in this booklet. It shows how a 
bank in North Carolina saved $1,680 in WHAT WILL YOUR DIRECTORS SAY? 
=| postage in one year, and how a bank in... . Here is a folder about bankers blanket 
3 | Pittsburgh reduced time consumed for han- - bonds, listing some typical cases of losses, 
— | dling mail by 87 per cent after adopting and containing some pertinent points about 
modern methods of control. buying fidelity insurance. 
In writing to advertisers please mention The Burroughs Clearing House 


struction for permanence, protection, com- 
fort, low upkeep cost and high resale value. 
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ims employers pay their workers with McBee Bonded 
s of Pay Chex. These are the safest payroll checks ever 
devised . . . the pay checks that are bonded and 
ae controlled from the pulp in the mill to the employer's 
ore door, and that merchants cash with confidence. 
uch McBee Bonded Pay Chex provide these advantages 
— to banks: 
—- | 
e relief from forgery liability. A blanket bond issued to McBee protects against loss 
M- from forgery, counterfeiting or alteration of McBee Bonded Pay Chex. 
ysis 
nite @ no crowded lobby on pay days. 
” @ no disturbing of bank routine. 
_ @ no concentration of large sums of cash, minimizing danger of hold-up. 
— @ no identification problem. 
= @ no monetary participation in cost of checks. 
do, e checks are received from merchants in bulk for deposit only, which means straight 
und listings and single postings to customer's account. 
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«ont merchants know they are protected by the blanket McBee bond against loss from forgery, 
a counterfeiting or alteration. 
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—= he further information on McBee Bonded Pay 
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(From page 15) trust subjects, lent the 
weight of his experience, as he has done 
for years with the A. I. B. 

William H. Neal, vice-president of 
the Wachovia Bank and Trust Com- 
pany of Winston-Salem and present 
president of the Financial Advertisers 
Association, gave a practical viewpoint 
to the discussion of public relations. 
He showed how every employee and 
every department of the bank has to 
help manufacture a product or a serv- 
ice that will be pleasing to the public. 

This year the Graduate School of 
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The Graduate School of Banking 


Banking enlarged its curriculum to 
include savings banking as well as com- 
mercial banking and trusts. A limited 
number, thirty this year, of officers of 
savings banks were accepted. Next 
year this limit will be raised to sixty, 
and the year after boosted to ninety. 

As for the extension work, made up 
of problems mailed to each man’s 
home and graded impartially by mem- 
bers of the faculty, the opinion seemed 
to be that they are pretty tough, but 
that a man gets a good deal out of 
solving them. In fact, many said you 














Cash in Vault and in 
Federal Reserve Bank 
Due from Banks . 


Loans and Discounts . 


Safe Deposit Vaults 
Other Real Estate Owned 


Endorsed Bills 
Other Resources 


Capital 

Surplus . 
Undivided Profits 
Reserves 


DEPOSITS: 


Savings. . 


» 
Bank of America 
NATIONAL savines ASSOCIATION 
CALIFORNIA’S ONLY STATEWIDE BANK 


Condensed Statement of Condition 
June 30, 1938 


RESOURCES 


Securities of the United States 
Government and Federal Agencies . 


State, County and Municipal Bonds . 
Other Bonds and Securities . 
Stock in Federal Reserve Bank 


Accrued Interest and Renate Receivable 
Bank Premises, Furniture, Fixtures and 


Customers’ Liability on Account of 
Letters of Credit, wewery and 


TOTAL RESOURCES $1,498,527,625.71 


LIABILITIES 


Liability for Letters of Credit abe as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills . 


Commercial $565.301,767.71 
792,476,942.22 1,357.778,709.93 


$143,690,085.82 
82,101,490.50 


440,200,387.05 
92.807.218.51 
42.361.927.91 
2,580,000.00 
629,125,363.97 
2.413,;156.22 


35,816,479.84 
2.734.226.05 


23,.723,128.29 
974,161.64 


$50,000,008.00 
40,000.000.00 
22,231.747.99 
4,605.784.53 


23,911,383.35 
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TOTAL LIABILITIES 


This statement includes the figures of the London, England. 
banking oftice: 12 Nicholas Lane, E.C. 4. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


STATEWIDE 


493 Branches Serving All California 


$1,498,527,625.71 


LCS ANGELES 
660 SO. SPRING ST. 
| MEMBER 
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get out of the course just what you 
put into it. Lewis W. Pierson, chair- 
man of the board of the Irving Trust 
Company, heads up the Board of 
Regents which sees to it that no one 
passes the three-year course without 
deserving to pass. If a man attends 
the lectures but fails in his class work 
he is given merely a certificate of 
attendance. So any man who takes 
home a diploma from the G. S. B. can 
know he is bringing new honor to his 
town and his bank. 


HE G. S. B. course, in case you 

don’t know, is not cheap. It costs a 
man $150 a year for three years to 
attend. That figure includes the 
material he uses both at Rutgers and 
at home during his extension work. 
It also includes two weeks’ use of a cot 
in a Rutgers dormitory and three 
excellent meals a day in the roomy 
dining hall in the Rutgers gym. 

Some of the students have made a 
real personal sacrifice to attend. Some, 
I was told, not only have paid the full 
$150 and railroad fare out of their 
own pockets but have used these two 
weeks as their vacation besides. But 
an increasing number of banks have 
recognized the value of this course as 
an investment for the entire bank and 
are paying half or all of the expense 
for any man they send. 

Throughout the fortnight every 
student was urged to hunt out any 
instructor whose subject either puzzled 
him or attracted him to do some per- 
sonal research on his own. And there 
were get-togethers and a final group 
picture of all the bankers present from 
South Carolina and Illinois and other 
states. Many a man checked various 
names in the red-covered directory, 
so as to keep in touch with some of his 
fellow students by mail. 

At meals and in between classes 
there was time for an interchange of 
ideas and working methods. “Our 
bank sends out a letter every Christmas 
to each depositor, explaining the effect 
of the Federal budget on the interest 
paid on their savings accounts,” I 
heard one banker explain to a group. 
And at lunch: “Married women? Our 
bank employs a number of them. 


| But if a woman in our bank marries a 


man on our staff, either one or the 
other of them has to quit.” And 
again: ‘‘We tie up with our local 
university and hire students of bank- 
ing to work for us from 7 to 9 or 9:30 
each morning, and pay them $50 a 
month.” 

In dozens of dormitory rooms studi- 
ous little groups pooled their notes 
every evening on some subject while 
the echo of the professor’s voice was 
still in the air. Here were young 
fellows and some with graying hair 
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Condensed Statement, June 30, 1938 





RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers .$ 567,402,506.31 





Bullion Abroad and in Transit 898,905.00 
U. S. Government Obligations 594,526,714.33 
Public Securities . . . 43,390,111.93 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . 16,085,103.31 
Loans and Bills Purchased . 515,626,317.08 
Items in Transit with Foreign Branches . 1,396,608.60 
Credits Granted on Acceptances 19,650,057.51 
Bank Buildings . 12,366,305.99 
Other Real Estate 668,604.40 
Real Estate Bonds and Mortgages | 1,994,698.63 
Accrued Interest and Accounts Receivable 34,401 ,957.37 
$1,816,207,890.46 
LIABILITIES acne aaa 

Capital . ; . $ 90,000,000.00 

Surplus Fund . . 170,000,000.00 

Undivided Profits . 12,010,401.89 





$ 272,010,401.89 











Dividend Payable July 1, 1938. . . 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 

Interest, Taxes, etc. ' 18,598,714.85 
Acceptances $ 36,067,808.31 

Less: Own Acceptances 

Held for Investment 16,417,750.80 

19,650,057.51 
Liability as Endorser on Acceptances and 

Foreign Bills. ele 6,817,918.00 
Deposits . . $1,471,569,237.14 
Outstanding Checks 24,861,561 .07 

1,496,430,798.21 

$1,816,207,890.46 








Securities carried at $10,215,505.11 in the above Statement are pledged to qualify for 
fiauciary powers, to secure public monies as required by law, and for other purposes. 
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dropping off to sleep, physically worn 
but confident that the day had been a 
money-maker for the future. Here 
were gay groups scattered around the 
campus between appointments. Here 
were weighty discussions enlivened by 
an anecdote and a laugh, for while the 
school is eminently businesslike, the 
sessions are reasonably informal and 
students become acquainted with the 
instructors and with each other. 

And so 148 new graduates of the 
Graduate School of Banking have 
returned to their desks, intent on 
raising the efficiency of their own bank 
and of helping steer the bank’s course 
ahead with greater skill and fewer 
worries. It’s tough to be a bank 
executive in these days and to have to 
carry the problems of the whole com- 
munity. But the task is less of a 
nerve-strain if you know all you can 
that will help you. 

It is probable that the banks which 
invested a couple of hundred dollars 
each year for three years to send a man 
to the G. S. B. will get their money 
back many times over in increased 
efficiency and clear thinking. 

If I were a bank officer, I'd be 
writing Harold Stonier pretty soon 
and saying, “Hal, count me in early 
on the quota for next year —the enter- 
ing class of 1941.” 


Uniform 
Examinations 


(From page 9) demonstrate their ability 
to service such securities. These 
must mature within ten years and be 
of such sound value or so secured as 
reasonably to assure payment, and 
must provide for amortization to 
extinguish at least 75 per cent of the 
principal by maturity date. Amortiza- 
tion is not required during the first 
year, however. 

Another change eliminates the pro- 
vision that securities must be regis- 
tered with the Securities and Exchange 
Commission unless exempted under 
its laws. This provision caused much 
misunderstanding, but its elimination 
will not make much change in actual - 
practice since banks are not given 
any license to violate the securities 
acts and in the past banks purchased 
unregistered securities only on being 
assured of their quality and market- 
ability. 

The former language that sales at 
intrinsic values must be readily avail- 
able in order to justify the investment 
character of a bond has been changed 
to require salability with reasonable 
promptness at fair values, and refer- 
ence to the size of an issue has been 
dropped. In general, there has been a 
broadening of the definition of invest- 
ment securities so that there will be 
greater latitude for banks to acquire 
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sound securities issued by small local 
businesses, whether or not listed on a 
securities exchange, or rated as to 
quality by a rating agency, or regis- 
tered with the SEC, or widely dis- 
tributed to the public. 

A provision is also made for the 
purchase of securities convertible into 
stock at the option of the holder or 
with stock purchase warrants attached. 
Such purchases are prohibited if the 
price paid for the security is in excess 
of the investment value of the security 
itself, considered independently of the 
stock purchase warrants or conversion 
feature. If it is apparent that the 
price paid for an otherwise eligible 
security fairly reflects the investment 
value of the security itself and does 
not include any speculative value 
based upon the presence of a stock 
purchase warrant or conversion option, 
the purchase of such a security is not 
prohibited. 

Important changes are made in the 
method of placing valuations on bonds 
owned by banks. Examiners will con- 
tinue to use the four customary group- 
ings of securities, which are defined as 
follows: Group I securities are market- 
able obligations in which the invest- 
ment characteristics are not distinctly 
or predominantly speculative. The 
group includes general market obliga- 
tions in the four highest grades and 
unrated securities of equivalent value. 
Group II securities are those in which 
the investment characteristics are dis- 
tinctly or predominantly speculative. 
This group includes general market 
obligations in grades below the four 
highest, and unrated securities of 
equivalent value. Group III: securi- 
ties are those in default. Group IV 
securities are stocks, acquired by a 
bank through foreclosure on collateral 
or by other means. 


UNDER the new agreement, neither 

appreciation nor depreciation in 
Group I securities will be shown in the 
examiners’ reports. Neither will be 
taken into account in figuring the net 
sound capital of the bank. The securi- 
ties in Group II will be valued at the 
average market price for eighteen 
months just preceding examination and 
50 per cent of the net depreciation will 
be deducted in computing the net 
sound capital. The present practice 
will be continued under which net 
depreciation in the securities in Groups 
III and IV are classified as loss. The 
present practice will be continued 
under which premiums on securities 
purchased at a premium must be 
amortized, and examiners will also 
continue their practice of listing all 
securities and showing book value. 

In other words, the market price of 
securities of investment grade will be 
disregarded completely and they will 





be valued as carried on the books of the 
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bank —at cost, with premiums amor- 
tized. Bonds which are speculative in 
character or below bank investment 
grade (except defaulted issues and 
stocks) will be valued at their average 
quotation over an_ eighteen-month 
period, and only 50 per cent, rather 
than all, of any net depreciation in 
these speculative securities below book 
value will be transferred from capital 
account to depositors account. By 
minimizing the importance of day- 
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by-day quotations, officials feel that 
emphasis is placed on quality of invest- 
and that speculation is dis- 
couraged. The eighteen-month “‘mov- 
ing average”’ method of valuing securi- 
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ties has been used by insurance com- 
panies for some time. 

The final change is a definite agree- 
ment among all supervisory agencies 
that the use of securities profits for 
dividends, and similar purposes, will 
be disapproved until and unless losses 
have been written off and adequate 
reserves provided. This amounts to a 
requirement that a bank establish a 
reserve fund 
security profits must be placed and 
that this fund not be used by the 
bank until it is sufficient to cover all 
prospective losses on securities held. 
has always been the 
policy and advice of most supervisory 
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CONDENSED STATEMENT OF CONDITION, JUNE 30, 1938 





ASSETS 

Cash on Hand and in Banks 

United States Government obligations, direct 
and fully guaranteed 

State, Municipal and Other Bonds and lavese- 
ments, including Stock in Federal Reserve 
Bank, less Reserves ; 

Loans, Discounts and Advances, less Reserves 

Banking Premises ° 

Other Real Estate, less Reserves ‘ 

Interest and wapupeg! Accrued and Other 
Resources . R 

Customers’ Liability on Acceptances and Letters 
of Credit Executed by this Bank . 

Total 


LIABILITIES 


Capital Notes . . . « $ 14,137,500.00 
(Subordinated to Deposits and 
Other Liabilities) 


Capital Stock . 


‘ ° 13,800,000.00 
Surplus and Undivided Profits 


4,306,168.54 





Retirement Fund for Capital Notes . 
Reserve for Taxes, Interest, etc. . 
Dividend Payable July 2, 1938 


DEPOSITS 
Demand. . .... -« $ 141,557,776.22 
co a ° 170,138,808.20 
Estates Trust Department 

(Preferred) . 11,180,001.27 


Corporate Trust Department 


(Preferred) . . . « « « 4,517,795.70 





Other Liabilities ‘ 
Acceptances and Letters of Credit Executed for 
Customers . ss 


Total 


MEMBER 
FEDERAL RESERVE 
SYSTEM 





$ 100,172,974.67 
102,100,524.42 
12,328,100.61 
129,288,930.93 
5,890,597.65 
11,035,342.30 
2,935,025.35 


1,285,946.19 
$ 365,037,442.12 





$ 32,243,668.54 
201,000.00 
1,664,816.42 
138,000.00 


$ 327,394,381.39 
2,109,629.58 


1,285,946.19 
$ 365,037,442.12 





MEMBER 


CLEVELAND CLEARING 
HOUSE ASSOCIATION 


Member Federal Deposit 
Insurance Corporation 
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agencies, it is stated that in the past 
some banks have been inclined to sell 
securities when they have appreciated 
in price and use this so-called profit 
for paying dividends, without adequate 
provision having been made for writ- 
ing off losses sustained and for estab- 
lishing reserves against future losses. 
Stricter adherence to this principle is 
expected to discourage speculation by 
banks. Examiners will continue their 
present practices of requiring esti- 
mated losses to be charged off, and 
of criticizing and penalizing specula- 
tion in securities. 

During the course of the joint com- 
mittee’s deliberations it became known 
that there was something of a dis- 
sension in the group. The essence of 
this was that Chairman Eccles, par- 
ticularly, held the view that bank 
examination should be more or less co- 
ordinated with the government’s credit 
policy so that banks would be en- 
couraged to grant more liberal business 
credit in periods of business recession, 
whereas those members directly con- 
cerned with maintaining the safety of 
deposits contended that every con- 
sideration of bank soundness and 
liquidity should take precedence over 
concern for general credit conditions. 
Since the final agreement was some- 
thing of a compromise or co-ordination 
of these views, it is significant that the 
Board of Governors of the Federal 
Reserve System commented on the 
new program as follows: 

“The program adopted is expected 
to be of benefit both now and in the 
future in two important respects: 
first, in broadening the opportunity 
for small and medium-sized business 
concerns to obtain credit from the 
banks on a sound basis, and, second, 
in relieving pressures that tend to 
reduce outstanding credit or prevent 


| extension of new credit to sound 


borrowers. 

“Under the new designations, the 
principle is clearly recognized that in 
making loans, whether for working 
capital or fixed capital purposes, the 
banks should be encouraged to place 
the emphasis upon intrinsic value 


_ rather than upon liquidity or quick 
| maturity. 


| procedure 


“Similarly, the revised examination 
recognizes the principle 


| that bank investments should be con- 
_ sidered in the light of inherent sound- 


| day market fluctuations. 


ness rather than on a basis of day to 
It is based 
on the view that the soundness of the 
banking system depends in the last 
analysis upon the soundness of the 


_ country’s business and industrial enter- 


prises, and should not be measured 
by the precarious yardstick of current 
market quotations which often reflect 
speculative and not true appraisals of 
intrinsic worth. 

‘“‘A primary purpose of the program 
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AN ADVERTISEMENT BY THE 


Huntington National Bank 
of Columbus, Ohio 


The advertisement reproduced here was 
placed by the Huntington National Bank of 
Columbus, Ohio, in the March 9, 1938, issue 
of the Ohio State Journal, Columbus, Ohio, 
entirely without our knowledge. 


This bank wrote us that the advertisement 
was “built from our observation of customers’ 
reaction after we installed the Brandt Coin 


Sorter and Counter.”’ 


The speed and accuracy of this equipment 
together with the improved service it enables 
banks to give customers make it an excellent 


investment. 


Write for full information or a free trial. 


(Permission to reproduce this advertisement given by the 
Huntington National Bank of Columbus, Columbus, Ohio) 
Other Brandt Products: 


Coin Paying Machines (Brandt Automatic Cashiers) 
Coin Counting and Packaging Machines 


Coin Storage Trays 
Coin Wrappers and Bill Straps 


BRANDT AUTOMATIC CASHIER CO. 


WATERTOWN, WISCONSIN 
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as to the count. 





---Are You Using This Convenience ? 





«Coins Accurately Sorted and Counted 


WHILE YOU DON’T WAIT 


Sorting, counting and wrapping coins 
from a small savings bank. while the 
depositor waited, used to be a slow 
process. Morcover, since it is human 
to err, the average depositor found 
himself watching and counting with 
the teller, in order to satisfy himself 


ty =| With one machine we have eliminated 
both inconveniences. Collections of 
coins brought to our Savings Depart- 


:|TE HUNTINGTON NATIONAL BANK 
‘|OF COLUMBUS so>:< 17 SO. HIGH ST. 





















ment are immediately poured into 
the automatic teller, pictured above. 
Swiftly and infallibly the machine 
sorts out, counts and drops the coins 
of each denomination in a separate 
tray compartment. 


A correct adding machine total is 
immediately credited in your pass- 
book. There is no need for you to 
wait while the coins are taken from 
the tray and wrapped. 














is to encourage the private banking 
system of the country to adapt its 
lending and investment functions to 
present-day requirements of commerce, 
industry, and agriculture. It is de- 
signed to afford the banks a broader 
opportunity for service to the com- 
munity and for profitable outlet for 


some of their abundant, idle funds. 
As the banks avail themselves of the 
opportunity, the necessity will be 
diminished for creation of government 
agencies to furnish credit facilities 
which the banks should provide. 

“The program is based upon sound 
banking principles.” 


Director Clutchbill Accepts a Challenge 


(From page 21) containing a brace of 
exquisite dueling pistols identical in 
weight, hang and trigger-pull. It was 
not long before he was able to join 
his brother in Ferndale Village. 

Mr. Clutchbill met the brothers 
McTavish that night and in Dr. 
Donald he was aware he had a good 
second. Dr. Donald McTavish of 
Montreal was more spare than his 
brother, carried both a merrier and 
wickeder eye and had his mustache 
done to a small polka dot under each 
nostril. 

“After we return from our meeting 
with your adversary’s seconds,” said 
Dr. Donald, ‘“‘we shall have a little 
while for practice. We must think up 
something disconcerting. Many a 
duel has been won that way.” 

‘‘Hm-m, that sounds sensible. What 
had you thought of?” 

“Well, eh, I’ve got to admit I’ve 


thought of nothing yet. Often it 
comes on the spur of the moment just 
before the trigger is pulled.” 

‘**Yes,” breathed Mr. Clutchbill in a 
thoughtful voice. ‘‘Perhaps something 
will come to me if I work it over in 
my mind.” 

“Brrh! dueling’s a tricky business. 
Never can tell what’ll happen.” Direc- 
tor McTavish took off his eyeglasses 
and ran his hand over his face. “‘How 
about the place? We'll have to fix 
that with the seconds tomorrow.” 

“You can tell ’em there’s two 
things I’m firm about. There shall 
be only one exchange of shots, and 
they’ll have to come to Ferndale if 
they want my pelt. I’ve decided on 
that little opening in the woods just 
west of the village.” 

Director McTavish nodded. “I 
know the place. Where the frog 
pond is in spring. Surrounded by 
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YOUR RECORDS 











PATENTED 


Inactive and semi-active records 
are expensive to store. Steel Storage 
Files reduce storage expense and 
space. They actually cost less than 
shelving and paper boxes. 

Steel Storage Files are made of 
substantial weight steel with pull 
drawers and in sizes to fit your forms. 
They save space, money and timéd. 

Let a Steel Storage File man ana- 
lyze your storage problem without 
obligation. Literature upon request. 








THE STEEL STORAGE FILE CO. 
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thick spruces. Old butternut tree to 
one side. We’ll insist on it.” 

During the interval Mr. Clutchbill’s 
seconds were making the final arrange- 
ments, the old director made a call 
on his crony, Cal Bannister. They 
had a long, earnest talk over the 
matter, for Mr. Bannister had en- 
gaged in many Thanksgiving Day 
turkey shoots where strange things 
had happened. Cal related many dis- 
concerting incidents which had been 
used to deflect the aim of an adversary. 

Stimulated by his progress along 
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conductor with whom he had a slight 
speaking acquaintance he made an 
innocent inquiry. 

“T’ve been wondering,” began Mr. 
Clutchbill, “if you ain’t the very man 
to put me right on a small matter. 
I may have to give a little dinner 
party to some French folks, and I’m 
puzzled to know what animal they 
like to see steaming on the platter.” 

“Animal! Animal!” breezed the 
conductor in a husky soft-coal voice. 
“All you’d have to do is to walk down 
East in Montreal in winter and you’ll 


this line Mr. Clutchbill made his way 
to the village depot when the Montreal 
train swept in. Approaching the 


know. You'll see clusters of rabbits 
hanging in the market windows.” 
“Rabbits?” 
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| English. 


| meaning. 
| test then if ever. 
| raise his pistol instantly for the shot. 
| And he must fire before ‘trois’ was 
| spoken. The old gentleman, familiar all 
his life with firearms, gained speed 


“Rabbits. Lupin, they call ’em— 
loo-pa, pa as in pan.” 

““Loo-pa!”’ tried Mr. Clutchbill. 

“Correct! Loo-pa! You can’t go 
wrong.” 

That evening Mr. Clutchbill was 
called for a conference with his seconds. 
Matters had proceeded smoothly. 
The rival seconds had agreed to the 
meeting place, the hour of sunrise and 
the 10th of August. A brace of pistols 
fetched by Dr. Donald McTavish had 
been examined, then taken to an old 
gunsmith who had loaded them with 
powder and round dueling balls under 
the eyes of the seconds. A cap was 
inserted on each nipple, the pistols 
returned to their case and the case lid 
sealed with wax bearing the imprint 
of the signet ring of one of the brothers 
Graspe. 

There remained a few days before 
the deadly morning, and Dr. Donald 
insisted Mr. Clutchbill gd into practice 
on the home grounds the very next 
forenoon. 

Late that evening Mr. Clutchbill 
went again to see his chum, Cal 
Bannister. He informed him that 
almost by a miracle he had fallen upon 
the information that a Frenchman 
cherishes above all dishes that of 
rabbit, or loo-pa. When he left he 
turned to Cal. 

“If I live I shall need a loo-pa. You 
won’t fail me, Cal, being a hunter 
skilled in woodcraft?”’ 

“Even if it wasn’t a last act of 
kindness, Aaron, I wouldn’t fail yuh. 
Keep cool and go slow till yuh get to 
the trigger. Don’t delay none after 
that!’ 

Dr. Donald schooled Mr. Clutchbill 
in every angle of the art of dueling. 
He insisted Mr. Clutchbill turn up 
his coat collar so that he would appear 
all of one color. He was shown how 
to cover his face and neck with his 
own pistol butt and fist when firing. 
But most of all Dr. Donald McTavish 
practiced his pupil at the black paper 
form of a man at the required distance. 


| The strange counting in French was 
burned into Mr. Clutchbill’s memory 


till it sounded more natural than 
**Attention —Feu! un —deux 
Every word had a deadly 
‘Attention!’ he must pro- 


Feu!” he must 


—trois!”’ 


and accuracy rapidly with the at first 


| unfamiliar long, sloping stock and slim 
| tapered barrel of the dueling pistol. 


August 10th awaited the sun on 


| that memorable morning without a 


cloud. The forest surrounding the 


| dueling ground stood breathless, listen- 
_ ing for those coming two barks of the 


dueling pistol... or would it be but one? 
In the eerie half-light of the little 
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opening in the forest a silent company 
moved. They were the four seconds. 
With scrupulous care they measured 
off a distance 25 metres, marking it 
at each end with a cane stuck in the 
ground. 

At a considerable distance from each 
other sat Mr. Alexandre Graspe on a 
stump and Mr. Clutchbill on a decay- 
ing log. Occasionally they took their 
eyes off the activities on the tilting 
ground and glared with sidelong glances 
at each other. Mr. Clutchbill wore his 
best Prince Albert funeral and con- 
vention coat with a black felt hat. 


at each other they saw also a tiny 
amphitheatre banked with spruces 
save for one great butternut tree so 
ancient that part of its trunk was 
hollow with decay. 

The director of the duel waited 
silently until it was evident both men 
had cocked their pistols and were 
awaiting the word. 

*“Attention!’ suddenly called the 
director in a commanding voice. 

Both men dropped the muzzles of 
their pistols a few inches ahead of 
their right toes. 
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The director opened his mouth to 
cry “‘Feu!’’. He was interrupted by a 
sharp exclamation from Mr. Clutchbill. 

“One moment, gentlemen! We are 
not alone! I saw a spruce limb move 
over yonder.” 

“Hide the pistols,” ordered the 
director in a quick, even voice. 

Amost immediately a man with a 
hound on a leash plunged out around 
a small spruce, came to a sudden 
stop and stared in amazement at the 
scene before him. 

“Are you fellers lost?’’ asked the 





Mr. Graspe wore black also but had 
mounted a flat-topped derby similar 
to his seconds. 

Save for a muttered word now and 
then from the seconds no sound met 


the air. And then, suddenly, a bird 
began anxiously chirping. The glen 
grew mysteriously lighter. The sun 


hit the top of a great hemlock to the 
east. It was sunrise. 

“Gentlemen!” said Dr. Donald Mc- 
Tavish in a kindly but firm tone. 

Mr. Clutchbill and Mr. Graspe got 
up at their respective seats and moved 
forward. 

“It has been agreed that I shall act 
as director of the duel,” intoned Dr. 
McTavish. “Please approach for final 
instructions.” 

The antagonists drew up to him 
while the remaining seconds fell politely 
back and removed their hats. 

“Gentlemen,” said Dr. Donald Mc- 
Tavish, “I hold in my hand a golden 
sovereign. Will you, Mr. Clutchbill, 
call ‘heads’ or ‘tails’ as I toss it in the 
air?” 

“Tails! barked Mr. Clutchbill as 
the sovereign leaped up with a golden 
twinkle. 

The seconds stepped forward and 
examined the coin where it fell on a 
bed of moss. 

‘“*Eet has turned oop ‘heads’,”’ stated 
one of the Graspe brothers in a polite 
voice. 

The box of dueling pistols was 
fetched. The seal was broken before 
all eyes, and Dr. McTavish lifted out 
by the muzzle the two loaded pistols. 
He held both weapons, butts fore- 
most, to Mr. Alexandre Graspe, the 
winner of the toss. He made his choice. 
Mr. Clutchbill took the other. 

“Please choose your position, Mr. 
Graspe,” ordered Dr. McTavish. 

Mr. Graspe looked around the 
horizon, then went to the north cane. 

Mr. Clutchbill promptly, and with 
steady legs, marched to the south 
position, turning up his coat collar 
as he did so. 

The seconds fell back 15 yards at 
the center point leaving the director, 
Dr. McTavish, standing some 6 yards 
back and alone. 

When each antagonist toed the 





mark and looked along the 25 metres 
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give you more and better service and at the 
same time keep rates low. That is easy to 
say. It is not easy to do. 

Two things make it possible. A well- 
trained army of men and women, and the 
best of tools and apparatus for their use. 
These are the basis of your Bell 
System service; two reasons why 
you get the best telephone service 
in the world. 
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United States Government Obligations 


- $42,142,644.90 


seni 


$ 55,640,418.61 


8,222,144.74 50,364,789.64 
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1,855,314.83 
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$ 163,149,220.42 





3,175,000.00 
12,008,030.55 





Deferred Credits and Other Liabilities ‘ 
Acceptances and Letters of Credit $ 1,586,468.92 


1,333,030.55 $ 
Pilg Sian 2,118,530.24 
144,691.05 
485,257.72 


304,564.84 1,281,904.08 
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145,255,491.95 
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intruder after a_ short silence. 

“Oh, no,” spoke up Mr. Clutchbill, 
lowering the hammer of his pistol 
under his coat and tucking the weapon 
down between his suspender straps. 
““We’ve had a little dispute. We're 
sort of running a line through the 
woods here to locate a difference of 
opinion.” 

‘‘Hm-m, well, don’t let me interrupt 
yuh, gentlemen. Just gettin’ in from 
a night’s coon hunt.” The man 
pushed forward, crossed the line of 
fire and was about to pass around the 
roots of the ancient butternut tree 
when his hound lunged sideways, 
sniffed at the hollow trunk, then set 
up a mournful howl. 

The man bent instantly where the 
hound looked. He crowded his head 
into the cavern of the tree and began 
pawing with one hand. Suddenly a 
rabbit darted out between his feet 
and bounded along the arena in high 
jumps. 

Instantly Mr. Clutchbill began tug- 
ging at his pistol. ‘“‘Rabbit! Loo-pa! 
Shoot! ! Shoot! ! 

“‘Loo-pa! Loo-pa!’’ yelled Mr. Alex- 
andre Graspe, snatching his firing-iron 
out into daylight. 

Swaying this way and that like a 
panther about to spring, Mr. Graspe 
followed the rabbit a moment with 
his pistol muzzle and fired. 

‘“*Missed!’’ he howled dismally. 

‘Wham! !” came a new blast as 
Mr. Clutchbill’s pistol-muzzle flew up 
and spit out a pall of smoke. 

“Got him!’ screamed Mr. Graspe 
jumping into the air. 

Both Mr. Clutchbill and Mr. Graspe 
ran toward the prize. Both gentlemen 
reached it at the same time. Mr. 
Clutchbill picked it up by the hind 
legs, bowed and presented it to his 
adversary. 

“Mine?” Mr. Graspe gazed in 
rapture at it with excited black eyes. 
‘**“A real wood loo-pa. How can I[ 
thank you?” 

**Tis nothing, brother banker.” 

“Gentlemen! Gentlemen!’ Both 
Mr. Clutchbill and Mr. Graspe took 
their admiring eyes off the rabbit and 
looked around with a mutual scowl at 
Dr. McTavish. 

“Gentlemen, do you realize it is 
impossible to proceed? It was agreed 
there was to be only one exchange of 
shots, hence no powder and balls are 
at hand to reload.” 

“IT snum, he’s right,” 
Clutchbill. 

*‘Never mind,” 
“it’s my fault. 
first.” 

“But I got excited and hollered 
‘Shoot’,” admitted Mr. Clutchbill. 

“It was a fine shot. On the fly, too!” 
praised Mr. Graspe. 

*‘What is to be done?” inquired the 
seconds as Mr. Clutchbill and Mr. 


gasped Mr. 


consoled Mr. Graspe, 
I fired at the rabbit 
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Graspe marched back with the rabbit. 

“What is to be done?’ inquired 
Mr. Clutchbill gaily. ‘““There’s nothing 
to be done but have the rabbit made 
into a fine breakfast broth down at 
the Red Lion Inn.”’ 

That evening Mr. Clutchbill under 
the cover of darkness called around 
on Cal Bannister. 

“Everything work to suit yuh?” 
asked Cal as Mr. Clutchbill sat down 
beside a lantern in the woodshed. 

“Perfect! Here’s a ten-spot for 
having to get up so early and plant 
that rabbit in the old butternut tree. 


I was worried he might get out before 


we were ready.” 

“Oh, no,” muttered Cal, “I had 
him tied for fair, and I’m ever so 
much obliged. Herm Austin was very 
glad to sell the rabbit, he was so old. 
Did he eat well?” 

‘Personally I thought him a little 
strong, but I laid it to being a bit 
weak after my nervous let-down.” 

“That would be natural,” nodded 
Cal solemnly. 


Installment Loan 
Collection Policy 


(From page 17) routine essential. When 
a commercial borrower can’t pay 
you, he generally comes and tells 
you about it, but when the install- 
ment borrower finds himself in 
trouble, he generally avoids you. 
Hence he must be watched and im- 
;ressed with the necessity of com- 
municating with the bank, if a pay- 
ment cannot be made on its due date. 
This does not mean that borrowers are 
treated to excessive attention. As I 
said earlier, 80 per cent of all bor- 
rowers pay their loans with auto- 
matic regularity and hence when a 
loan is made, we assume that it will 
fall in that class. Starting from that 
premise, when an installment contract 
is placed on the books a coupon book 
is sent the signer with coupons marked 
to show when the payments are due, 
and so long as the payments come in 
on schedule we don’t bother the bor- 
rower. We prefer the coupon system 
to sending out separate notices for 
each payment. These entail a great 
deal of unnecessary detail and we have 
found that continuous mailings annoy 
customers. 

But once a loan drops out of the 
automatic class, it gets special collec- 
tion attention. On the fifth day of 
delinquency, we mail the borrower a 
formal notice to the effect that his 
payment is overdue, together with a 
printed folder which sets forth our 
collection policy. This last is in the 
nature of a primer lesson in borrower 
obligation under an installment con- 
tract. In it we point that such an 
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Direct and Fully Guaranteed 476,922,062.90 
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Banking House 13,050,000.00 


Real Estate Owned other chen n Banking 
House . i ‘ . 3,628,559.94 


$1,275,195,788.52 
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Deposits . ‘ $1,152,676,844.66 
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Other Banks’ Bills Radesed wail Sold 11,723.24 
Dividend Declared on Preferred Stock, 

Payable August 1, 1938 . 375,000.00 


Dividend Declared on Common Stock, 


Payable August 1, 1938 1,500,000.00 
Reserve for Taxes, Interest and Expenses 4,832,159.38 
Reserve for Contingencies 13,673,004.76 
Income Collected but Not Earned . 285,645.62 
Preferred Stock 25,000,000.CO 
Common Stock . P . 50,000,000.00 
Surplus . ‘ . 5 ‘ ‘ 18,500,000.00 


Undivided Profits 





7,136,682.11 
$1,275,195,788.52 
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obligation calls for repayments on 
certain specified dates, and not on 
approximate dates as in the case of 
open accounts. Having explained this 
difference, we go on to stress our 
willingness to co-operate with our 
debtor, if he will come and tell us 
what is the matter. Failure to do 
this, it is pointed out, leads to loss of 
credit standing and to collection 


charges which he, the borrower, will 
have to pay. 

Assuming that this first reminder does 
not bring results, either in the form of 
a payment or a call from the borrower, 
we send a second notice on the tenth 
day. This stresses in stronger terms 
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than the first the necessity for immedi- 
ate payment. On the fifteenth day a 
still stronger notice goes out. At the 
same time a notice is sent the auto- 
mobile dealer involved. These four 
notices are printed in fanfold carbon 
and are prepared together in one 
operation. The second, third and 
fourth copies are clipped to the collec- 
tion card, after the firstis mailed, and 
if the payment comes in before the 
tenth day, they are destroyed when 
the card is posted. Otherwise, the 
second notice goes out automatically 
on the tenth day and the third and 
fourth are held with the card until the 
fifteenth day, when, if the payment 


‘must pay an extra charge. 
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Cash on Hand and Due from 
Other Banks 

United States Government Obli- 
gations, direct and/or fully 
guaranteed . é —_— 

Other Securities . ‘ 

Stock in Federal Reserve Bank ‘ 
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Real Estate Mortgages . 

Overdrafts . 

Real Estate (24 ‘Branch Bank 
Buildings) . 

Accrued Income Receivable— Net 

Prepaid Expense . 


Customers’ Liability func of 
Acceptances and Letters of 
Credit 


TOTAL RESOURCES . 


$137,612,620.55 


200,822,269.67 
11,218,271.51 
750,000.00 
48,554,693.39 
9,778,905.68 
14,083.39 


786,365.11 
987,763.64 
73,456.29 


1,818,692.21 
$412,417,121.44 





LIABILITIES 


Deposits: 


Commercial, Bank and Savings $342,346,389.51 


U. S. Government . ‘ 
Treasurer—State of Michigan 
Other Public Deposits 
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Preferred Stock (Paid in). 
Common Stock 
(Paid in $5,000,000.00— 
Earned $2,500,000.00) . 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) 
Undivided Profits (Paid in 
$2,500,000.00—Earned 
$2,335,298.69) 


Reserve for Common Stock 


Dividend No. 8 payable August 1, 1938 


Reserves 


Our Liability henunee of f Acceptances and Letters 


of Credit 
TOTAL LIABILITIES 


10,720,164.25 
11,922,708.48 


14,195,906.98 $379,185,169.22 


10,000,000.00 


7,500,000.00 


7,500,000.00 


4,835,298.69 29,835,298.69 


375,000.00 
1,202,961.32 


1,818,692.21 
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has not come in, they too are mailed. 
A tickler system is used to keep the 
collection file working automatically 
as payments come in and are credited. 

Our experience has shown that this 
notice system brings in over three- 
quarters of all delinquencies by the 
fifteenth day after the due date. The 
other quarter, probably about 5 per 
cent of our total contracts, require 
stronger treatment and except in rare 
cases we employ outside collectors to 
handle these. The collector takes over 
on the twentieth day of delinquency 
and for his efforts in calling on the 
borrower personally, the borrower 
I favor 
this for the dual purpose of impressing 
the borrower with the necessity of 
communicating with the bank, in the 
event he cannot pay his installment 
when it is due, and also to reimburse 
the bank for the additional expense 
which is not contemplated in the rate 
charge. Beyond this, failure to make 
special collection charges encourages 
delinquency and makes it necessary, 
in many cases, to collect every install- 
ment payment personally. This is 
certainly to be avoided, if for no 
other reason than that it is bound 
to create ill-will. 


HE use of an outside collector 

rather than a regular employee to 
handle these delinquents is explained 
mainly by the irregular hours a collec- 
tor must keep. Many customers can- 
not be seen while at their work. This 
makes it necessary to call on them, 
perhaps as early as six in the morning; 
perhaps as late as nine or ten in the 
evening. Because of this, collecting 
becomes more appropriately the job 
for a free lance than for a staff em- 
ployee. 

In addition to his routine work of 
bringing in delinquent payments, the 
collector is also used to start the ball 
rolling when a “skip” gets on the 
books. Every year a few of these 
individuals, who leave town without 
telling us where they are going, are 
likely to become customers of an 
installment contract department. It 
is up to the collector to find out where 
they have gone, if he can. To facilitate 
in this work of relocating such bor- 
rowers, we have arrangements with 
numerous agencies who specialize in 
the work of locating the vagrant bor- 
rower, wherever he may be. Some 
banks insure against this risk just as 
they insure against the loss of con- 
tracted automobiles through confisca- 
tion by the government because of 
violation of liquor or narcotic laws. 
When insurance is carried, the case 
of the “‘skip” is, of course, turned over 
to the insurance company for atten- 
tion. Fortunately, however, instances 
of one kind of fraud or another are 
rare. It has been said that 99 per 
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cent of the people are honest and want 
to pay their bills and I think that the 
success of the installment contract 
business proves this to be so. 

But the fact that most persons 
want to meet their obligations ought 
not to lead anyone to suppose that 
either the collector or any other cog 
in the collection machinery can be 
dispensed with. Eternal vigilance is 
necessary and no part of a collection 
policy can be temporized. A lenient 
policy will destroy business rather 
than build it, and result in certain 
losses rather than certain profits. 
Despite the occasional criticism of a 
disgruntled customer, the only sound 
collection policy is a strong one. 


Court Decisions 


(From page 23) the cashier and his wife 
were merely trustees or straw parties 
acting for the bank. 

Pointing out that the bank’s money 
was used in acquiring the original 
notes under which it foreclosed the 
real estate, the court said: 

“There was unquestionably a result- 
ing trust created the instant the 
employee of the bank received title to 
the land, and the proof is that the 
bank’s money was used in payment in 
the acquiring of the real estate under 
foreclosure.” This is in accord with 
the general law that where the pur- 
chase money for real estate is advanced 
by one person and title is taken in the 
name of another, the holder of the 
title owns the real estate not for his 
own benefit, but for the benefit of the 
person who advanced the purchase 
money. 

In this case the employee and his 
wife executed notes and a trust deed, 
for which the bank received the full 
amount when they were sold. Under 
these circumstances was the bank 
liable for any deficiency resulting from 
a foreclosure under the notes and trust 
deed? The court thought so, saying: 

‘In such a case the inference is that 
the bank, who was the real purchaser 
of the real estate at the first fore- 
closure, undertook to exonerate the 
employee from any liability to pay the 
deficiency if, at foreclosure, the prop- 
erty should be insufficient for the 
payment of the balance.” 

In brief, the bank, being the 
“beneficial”? owner of the property to 
which the employee held title and 
having received the full amount result- 
ing from the sale of the notes and trust 
deed executed by the employee and 
his wife, was liable for the deficiency 
which resulted from the foreclosure 
under the notes and trust deed. This 
decision apparently carries out the 
equitable principle that one who 
reaps the benefits of a transaction 
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cannot escape its liabilities and dis- 
advantages. 

For banks, this decision strongly 
suggests that the handling of trans- 
actions through so-called dummies or 
straw parties is not always a satisfac- 
tory protection. (Bride vs. Stormer, 
15 Northeastern Reporter, Second 
Series, 282.) 


Broker’s Commission 


A broker sued a bank for a com- 
mission on the alleged sale of a piece 
of real estate owned by the bank. He 
contended the acting treasurer of the 
bank had agreed to pay him a com- 
mission if he could effect the sale of 
this particular property. Later, the 
broker handed to the acting treasurer 
a letter from a prospective buyer 
located by the broker, together with a 
check for a $1,000 deposit on the 
deal. The letter embodied an offer 
for the real estate. 

On the same day the acting treasurer 
returned the letter and check to the 
broker, stating that the property had 
been sold. Shortly thereafter the 
bank’s board considered three offers 
for the property, including one made 
by the broker’s client. Another offer 
was accepted. 

Ruling that the bank was not liable 
for the broker’s commission under 
these circumstances, the supreme judi- 
cial court of Massachusetts said: 

“The broker cannot recover without 
proof of an offer by the bank to pay 
him a commission for procuring a 
customer for the property in question, 
before the offer was withdrawn, able, 
ready and willing to acquire the 
property on the bank’s terms to be 
accepted by performance by the 
broker. 


“‘Where, as here, the broker relies 
upon an offer made by the acting 
treasurer of the bank, the broker was 
required to prove that the acting 
treasurer had actual or apparent 
authority to make the offer in behalf 
of the defendant bank or that the 
bank was estopped to deny his 
authority or ratified such offer. 

‘“‘There was no evidence binding on 
the bank which required the court to 
find that the acting treasurer had 
actual or apparent authority to make 
the offer. There was no evidence that 
the acting treasurer had such express 
authority, and there was evidence to 
the contrary.” 

While an officer or employee of a 
bank should have such authority as is 
necessary for the performance of his 
duties, the withholding of any addi- 
tional authority is a sound protection 
against an inadvertent transaction 
which might seriously jeopardize the 
interests of the bank. (Howard vs. 
Malden Savings Bank, 15 Northeastern 
Reporter, Second Series, page 233.) 


Right to Foreclose 


An Alabama bank undertook to 
foreclose a mortgage but was resisted 
in the courts on the ground that it did 
not have a right to foreclose. 

The history of the transaction was 
that the mortgage had originally been 
executed in favor of a mortgage com- 
pany which assigned it to a state 
bank, and the state bank was there- 
after consolidated with a_ national 
bank which was now undertaking the 
contested foreclosure. 

Ruling in favor of the national 
bank’s right to foreclose, the Alabama 
court said: 

‘“‘Admittedly the full title of the 
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mortgage passed to the state bank. 
Admittedly also, thereafter the state 
bank was consolidated with the na- 
tional bank. By this merger the full 
title to choses in action, also all real 
and personal property of the state 
bank, passed to the present consoli- 
dated bank which is a national bank.” 

While the bank in this case was able 
to prevail in its foreclosure proceeding, 
there have been instances where banks 
have suffered serious losses by faulty 
assignments. Sometimes a bulk or 
blanket assignment of assets may not 
be sufficient to enable a bank to take 
legal action on a particular item. In 
addition to taking a blanket assign- 
ment of assets being received, it is 
wise for a bank to take whatever 
individual assignments of particular 
items may be necessary in each case. 
This is particularly true with respect 
to so-called “‘choses in action,” which 
in substance are intangible legal rights 
to proceed against persons who may 
be liable on any document or transac- 
tion involved in the assignment. 

In some states an assignee is not 
always permitted to bring suit or take 
other legal action in his own name. In 
such states assignments should be 
carefully drawn to cover such a legal 
objection. (Carpenter vs. First Na- 
tional Bank, 181 Southern Reporter, 
239.) 


Sour Notes 


Banks, like musicians, are apt to 
strike sour notes with distressing re- 
sults. Two recent cases illustrate how 
notes may become “sour” in the 
hands of a supposed holder in due 
course. 

In a Louisiana case the lessee of 
real estate signed a lease and executed 
a series of notes covering the monthly 
rent payments for the full term of the 
lease. A clause in the lease provided 
that the lease could be terminated by 
the lessee in the event that he was 
transferred to another city in the 
course of his employment. 

The lessor, who was payee of the 
rent notes, endorsed and negotiated 
them to a third party to whom, how- 
ever, he gave a copy of the lease. 
Later, the lessee terminated the lease 
under the clause permitting him to do 
so and refused to pay any of the 
subsequent rent notes. The holder of 
the notes then sued the lessor, who 
had endorsed the notes. 

The court pointed out that under 
the Negotiable Instruments law a 


| release of the maker by the holder of 


the notes also released all persons 


| secondarily liable, including endorsers. 


The court thought that in this case 


| the holder of the notes had released 


the maker in advance and said: 
“When the notes were sold to the 
holder, he was made aware of the 


| clause in the lease, and he bought them 


with knowledge of the fact that there 
was danger that the maker might 
demand his release. Since he bought 
the notes with that knowledge, he 
cannot be heard to assert that the 
maker’s release was not agreed to by 
him. His consent was given in ad- 
vance, but it was nevertheless given. 
His agreement to the maker’s release 
is just as effective as if it had been 
granted later.”” (Newman vs. Ryan, 
181 Southern Reporter, 216.) 

In another Louisiana case the court 
decided that the supposed holder in 
due course on a note was really in 
conspiracy with the payee of the note 
to “squeeze” the maker. It appeared 
that the maker had a valid defense 
on the note as against the payee, but 
that the payee had negotiated the note 
to a third party with the idea that the 
third party as a holder in due course 
could enforce the note against the 
maker, regardless of the maker’s 
defenses as against the payee. 

The court found that the holder of 
the note was not a bona fide holder and 
owner of the note for value and seemed 
to suspect that he was in “cahoots” 
with the payee of the note to mulct 
the maker by putting the latter in a 
position where he could not assert the 
defenses which he had as against the 
payee. (Dixie Homestead vs. Schmitt, 
181 Southern Reporter, 218.) 

Ordinarily a bank buying a note 
from a payee before maturity takes it 
as holder in due course. However, if 
the bank has the slightest inkling of a 
defense which the maker may have to 
the note, or of any other so-called 
“defect”? or “infirmity” in the note, 
the bank should exercise extreme 
caution in paying out its money. 


Expansion of Banks 


The trend of modern court decisions 
is to expand the functions of banking 
rather than to restrict them. Such is 
the cheering word given in a recent 
case by the Supreme Court of Illinois. 

There a litigant challenged the con- 
stitutionality of a banking statute 
giving banks trust powers. To this 
contention the court said: 

“Originally, banking power was 
very limited and consisted of receiving 
money, in exchange for which promis- 
sory notes were given, payable to the 
bearer on demand. Modern bankers 
have expanded their operations far 
beyond the original scope of banking 
powers. Banks frequently act as 
trustees by appointment of courts or 


. under wills or deeds, and the right of 


banks in this state to act as such 
trustees is recognized.” 

Suggesting that the courts are by 
no means hostile to the expansion of 
banking functions. (Watt vs. Cecil, 
15 Northeastern Reporter, Second 
Series, page 293.) 
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